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B , FOREWORD
o

Early n 1974 thethree natr ssocations tepresentative-of pubhic higher
vducation i the Umted (s dgecided to cooperate i sponsoring a
meeting to reexamine the  ase for tow-tutior. public higher education.
Hocause TheAmornedn Coltege Testing Programin 1970 had sponsoted the
highty sutcessth invitational Seminar on Financing Higher Education and
wids interested imdentifying needed research inthis area. AGT was asked to
o the sponsorsinp of thes follow-up meeting

3 * .
On Fut)gu.uy 11 1974 approximately 100 invited quests patthicipated w an

vitationat Semuinar, The Case for Low-Twition Pubhc Higher Education.

Meld at L cenfantPlazaHotet mwWastunagton. D C The purposeofthesf:mmeu

was o explore the intellectuat arguments (or the tow-taition pringyte and
o dentity possible tuture ines ptf research into the economec. sothl. and
pobtical conseguences ot changes n unmns tintion levels

The semimar was notintended as atforum for debate ofthessue ot noturmon
s low huthion ve agh tushion Nor was il planned as a gathering of true
behevers wishing o qive testimony  Most ot the participants were
SO, of public thgher educabon determingea to taok critically at the
ArGuments buth tor and agaimst low tuaon and the assumphions qand facts
-‘!am!n‘u__; betnnd thase arguments

A namber af papers came out of the seounar 1 was decuded to combune
i ot itiose papers with othet usefol Jocumends onthe same subgectinto
Aamgle pabbicabon abnch then nuoht serve a4y ausoful n-)’e_-n.-n(,u_msuuu.t.‘

T patibeations faplorng thee Case for Low Toitioer an Pfh‘»!gr Haigher
LCoication s the resatt We hiope thut you fierd o ta be gsetul

bt b 1 Galeazer Lt
Hoadpate K beoptt
At A7 Ot

V‘.‘ * 4

~
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SOME INTRODUCTORY PERSPECTIVES ON LOW TUITION

3

Kenneth E. Young and Fred F. Harcleroad

.

N\ .

The low tuition mm.clplv h:s been one of the umqlxee features of Amencan
pubic higher education A number of European countnies have free. but
highly setective umiversities Only inthe Ufited States  however has higher
cducation been offe,ed with no or tow tution to a broad segment of the
college-age popuiaton Although this principles not much more than 10U

Tyrars ol it has ineffect revolutionized cotlege and university aducation, tn
1900 "only 3 percent of the 17-22 age group Wwere in college. and only 38
percent ofthis small select group of college and umiversity students werein
pubhc inshtutigns In 1973 attendance had 1isen 1o about 40 percent of the
college-ade group and more than 76 percent of this larger group were
Jitendimng pubhc institutions  These extremely targe incredses have heen
pussibie hecduse tuhons and fees were Quite low and financing of lhugher
vangaton s ;i('ce;ftc-d by sociely as 11s responsihibly  basically
thvu(@h steates and 1ocal goversment pdividual gitts churches . and
‘mm-ﬁ.muns

Poe }

Heguninueg o sbhont 1905 however several torces came mto play that

Companeg L e threatened Amcnica s tsadhbonal low -tuition postare:

e Toafsn and teeguared fees gt pubiln m.slnt_ulnms“wm(.h had never totaled
aver 100 heagan toancrease slowly atter World War [ and then even
1t r.,;urﬂy i the fate 1960s reaching $388 by 1972

-« B

LI ISSTHN BRI IV .|‘tn'nml Associations antensified ther etforts to obtan

Tfeegt nnm,':m-t;um.:n 12‘(,!(4.1! Al tor institutions of Migher « Lation

N
Pl ot st gttt abd comrentaty ot odleges arey sorne degoaar o ollegee, gt
. Vittrer bt ey Bt gas S, oot et Maatgee far e troe Uosng bt roostonstdgtioes o

' frgaes b U gty tebgledd Serg e

?

Q 1
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EXPLORIPG PO C AL FOR T oWw THITION

.

s fo Lsig e tedsend attentian on the basie question ol binancmg
Pacghies ocdad atan

VHropawth g costs i)

e Preate cobleges ek atversitios oo ame o reassgly concerned guet

thee Qronwving tintion gap Between pubbe and

prinatensbitnlions and (@) the smllor geopoerhion of totateniotsents a
preate cotleges g annversities ceven thoadgh ther total enroliments
Patve continiaed to grow s .

e A\ combunabion af bghitenmg budgets and disenchantment over Catngaus
v '

anvresd prompted state qovernors and togmsbitors to questmnm previos

Londing pracices an cducation along with pother areads

& tooonornnts and speCrdh mterest qroups began to take ananterestin the
estee b olved s timancng highet education  prodacing a spate ot
At hcies speecat Sstudies, and spoctfic ghaposils

Citree of e tast ddoc nments to tecetve national attention was the Zacharids

proposatl of 1P6T
et ot the Jomt Beonomic Cot

tollowed

i phort Order by the Rwhn repott ain 1969, a
\.\.Qttvc' in Congress - and manyindaadual

At les by such people as G S Becker Mary Jane Bowman, Allan Cartter
At [).mnfr;- R A Freeman Malton Friedman. Joseph Froomkin, W Lew
Hansen Robert W Hartman Setma Jd Mushkin, June O Neill, Theodore W
Sehnity Burton A Weshrod andg many others Most ot these peaple are
ocattinnsts qnd ﬂ\.my Gt them proposed signihcant changes o the
LKIAR SATENISTS MRS | n:r;h:lx cducation

Fowarnd H o Bowen  Chancelior of the Cluremont Unwersity Center
deen nitnes e b ot the subsequent development inhis article on Fainancing
e b ducation The Current State ot the Debate An earher publication

o

freo Aftuef e an

Callege

Testing Program  has reviewed the major

1 e onis Of the dehuate over the financinga of tegher education ncluding

r
[ I T R S YR RN TR L U T R

@ Hhue varagl e,

t

kY
\

Jerror VR S vannges f g Opsgnnturnly Barth Report of the Panel on Edacdational

feven o,

e Yo Brree et Soeence Advesaty Comimtlee s Septemibees 1960

Avce M bt Tomaartal oy Feange Pran tor Fodergi Fananca! Support for Higher

Fatie et ARt o thie- Prroesngenit Lytvgry 146G

Teiyn

b

'

T tnarnin oy geng Foengrrg cong ol Blagheoe Fodise gl ann the Hingted States A Repaort o
e Bt £ oonomse Commaotes of the Congress of the Unitead Statess 1969

iy tirnn

1

Fo

Foarvagra ong

Plaerpestrtret o NG Ty [T

~—
.

trgtier fducation Altarsatives for the Feder i
Tre Annenean (Coltege Teatng Program 1951,
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& ooty o Corts

e Aftertiglnge dpproaches nciedaig toans  tan Credids mstitutionagl
aoapport ditec) qrants dand jevenue staning with stutes. of viatnous

combiatnghons of these mothods
- [}

Most et the recent discussion and many a2t these proposals have seemedto
Shaet trom the assumption that low twhion as outmoded. ineguitable. of
reqressive attention hag then tocused on other approaches to financmg
higher educatinn it was for this reason that the sem:nar on low tution and
this publication came into being As Fred F Hau,lemad sad in iy opening
renirths a3t the sennnar

Chirgs Arocad o the Nationdl Assoantion of State Unwersihes and Land-Grant
Cootleages has commented that the way thungs are gomg Ak crather than iow) tinbion
putihi hegtees -3 ation may soon be regardedd as a magar Amercan sopiahinventon
t\n«) that 1l o why we dtlh are hoere We ¢on t want that to happen Alicast we
.1.mt want 1t o happen decidentally or tor the wrong reasons or as the result ot
A tiotts By v easty selfanterested qroups

. .

A James L Mitler Professor at the Center tor the Study of Highet
Ldacation at the University of Michigan. subseqguently commented that,

“thee reason Lo having to prove the obvious s that the obvious has been

brought nito queshon

Feph A Bechrman Droector of the Econonue Studhes Program at the
Hiockinigs stitution put theassue of tow turthion squarely in perspoective

- -

The- et uention e, Whatis the justificatton for pubhic support of higher educabion?it
e gres e so il benetits o gher education. there s no gustification for pubhc
aig et Now | pressonally think there dre socidl benetits to tigher education just
e Tho 1o e el Srenefits 10 elpmentary and secondary education don'tthink the
S el LN fits Stops when the Chiled s educated up to the age of 18 My colleagues
togver Ny et salindpecd me that there ey Justtheation for stopping atage 18 or 16 or 22
Hot alae watit o Caution you that, once having said that there are public bengehts o1
woe ! Lenetits, 1o Madginer egucation  Fdon tknow how 1o measiire them And whatis
Haaper 1 rotuse o o studies to measore them because | don tthank they can evee
e pe g e d Ee30n EROGW HOW YOI AN ever Measure such things asimproved social
Seitane Ateaten democtiicy petter pobbicians  winehos the kind of thing youo tatk
et witar o N3tk abont :,nl.n.gl.hum-g:n'; 0f education

o™
-

Despite Dr Pechman's concern, ‘aced with the proglems of measurement,
Steephen 8 Withey . Program Director of the Institute fgr Social Research at
the Umiversity of Michigan . explored the question ot sd¢ragben fits in his
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1 N ORIMG T A PO Lo T THON -
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! .
Puaprer at e sennnar amd even more fully ain hus ook A Degree angd What
figer - Thee mame ssue was appraactest tsam g shgbtly chifterent
petapen b Dy beves U8 Sotmon and Pandsd Taobman an the bogk Does
oaornttegee Yaetter Y VO RNLntoranag Semor Prrotessor at the Center tor the
UL ot thohier Batucation Pennsyivanie State Unversaty sad A Lirge
TRIR AN n'f e populde s conemced that there are soc e benetits thatdoorue

e oo otntar, edtucation

. -, M
At B AL Director of Governmental Hoations for the Amaer i an
At at gt Colleges and Universsies wroten one of the semana

IS FATIN SR

.

A R ottt gnegtentor s ot prohibe REATE FALNTOR T IX0 41T LRTRL RS IF TR (TR TARTR

e bt gt e e oo B e o granted the proposdian tThat there areanag o

[ETRERTIN e e b e w e socetyLisowedb as tor the vl whio gttt

I N A Y LN L SO SRS ST A TR T A L1 TR I} MMbeer o0 e ononnsts hdve

LT L SRV LU IEY 1SS STPLFTE I LIS ALV ) 5 DR DAY ATVONY others o v n e
v N 8 .

Ay e by s folowss this debate at all ciosely i recent years will
Rk, Cote ot s onchusons

o ', sopatee et brnanoing tughiet evtucation alitimatedy s one aboat who
Shelelt e e ! ket of fegher edacation This s why the debaate v,
et et gGed et pmminfeon

)

® tis e of the nture of the base question the answet (O dnswers)
tLt oty Dee dthivedd dt s a tesult of the pabitiCal process
Eoonmpra anatlysie socnt benefits resedare b pohcy studites ol hest can

Sy e oandorm and enhighten the debate
-

P Dot gt thes poblication wal hedpore aders (o explore the itelloc toal
At oot e the lowetution poncaple and toadentify possule future hines,
Pttt the econorne soGad! and pohhical consergences ot

Bop e e rreot fiptioey byl

I tonaptsr 2 ttowarrt R Bowen has produced an analysis that nas be en
At e one st the most signihcant stalements yet mande On the

N R ST AR L DA Ot faerand Gana Dot B RCataren gkt
oo byt Ko gt T g Attt (O Ve W) g g Wt o

dter a0 e B ocdian gt (et g 0 sty
ty ;""f [P . Piv-o 0 oon i\j,l,r,.,' [X PR EER T T N
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SOME INTRODUCTORY PERSPECTIVES b

current place o igher education in our naticnal prionsties  * This document
onematly was presented d4s a speech at the 1974 annual geeting of the
Assuciation of Ametican Cofieges and subsequently was pubbished by the
Assocrabon of Amencan Colleges. along with comments by Earl F Chest,
Pegagy Hesn Dan S Martin and Davwd'S Mundeél The Bowen papert s
mctuded s thus pubhication because 1t so ably sets the scene tor the
hiscussons tht .h'muw .

D Bowen's teview of the ms.tuuclni hd.ckgmund of therecentdebate onthe
togncing of lighes education identities the basic issues as (14 esficiency.,
G teved, of fustron (3) Jopg-term student loans and (4) the competitive
pa- ton of the proivate sector He then evaluates six recent reports in terms
c.-? tenee et related issues The rﬁp()rls are those, of

o The (Carfeage Commssion on Higher e ducation

e [t Computtee for Econonme Development '
*  Ine Natarse Board on Graguate Education
o ineNabeodGommnssionon the Financing ot Pustsecondary Education
e Ine Nabonal Counal of independent Colleyes and Universitias
e {tur Soconat Task Force to the Secretary of the Department ot Health
ot atiom ana Wethare ( The Neewman Reporty
. Diesctdnrng the wx repoits s modoerate and gradual i spint D Bowen
tevesttiedees ponnts on! that e, doley to set s new courss: That course s
- 1A Bagiet fuitions Large grants based on means tests for muilions of
prrsons gnd posaably heavy indebtedness for many He then (roceeds to
Y carinree et e wornisome smphcationsat this new courses followed

Ho o oneipdes an g note ot optmism expressing the behet that higher
ol At ot ter i Douyan! gf(,'th INGUSHry ’

Prow o s apperopnately leac anto Chapter 2 where Carol Van
Ateoe CheetEcomomist of the Amencan Councit on Eaucation identities
et cntiozes e main hnes of argump‘m on wtiich proponents of
pe tesaserd tihion rest the case Foast thew énafysns ot hinancial distress in
trrhier cCANON OIS T PeSSITSUC m outiook andg Lo narrow m perspechive
St cdusts winch sae heheves e more in fluctuations m the national
cconomy atid other tactors extonsic to mgher education than withen the
eeloe gtianagl systemoatselt De Van Adstyne presents evidence to show that
rasang tustiors s not necessarntly an unavoglable response 1o the inangead
probilems of tagher education Second she arques that thewr conclusions
Abot the present distebutional ineguity and imethiciency ot pubhc surpaort
o tagtiereducation dre hased onanimcomplete analysis of the issues and a
¢ontusmn aver godls Thirdd she timds that the reasonming that increased
Catear, Lt prabhie msUtuliong wol g resylt an slrf.'nc}],l.hemnq e private

bt e Pdee b eariment A o gt e ot Aot an {;éih'l)v".
»

o

ERIC :
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-6 EXPLORING THE CASE FORLOW TUITION

instituhions sufters from toosmuch emphasison competmon tor enroliment
dAS mv primary cause of hinancial distress in the pnvale sector

Dt Van Alstyne s article presents valuat. © statishes and msnghtsto support
her cunclusion that those who propose tncreasing tuitions take an overly
dim view of the existing system and. at the same time, an overly ideahzed
view of the reforms that thew proposal. would achieve Finally, she

. summarizes the positive case for keeping tuttions low and points out that

whichever alternative one espouses- whether increasing tuitions or
keeping them low  the choice tests uitimately on one's system of values

In Chapter 4. Larry L Leslie and Gary P Johnson. both facultymembers at
Pennsylvama State University take a hard look atthe Carnegie Comnussion
and Comnuttes: for Economie Development reports in order to determine
whother thear recommendations would provide equity by income level.
They argue that the proposals to increase pubhic tuition and expand grant
arogram= tor fow-income students wonld resultin a regressive distribution
of the burden. with the nnddle-income students and their fanmhes taring
harly

Can or should equnty as a goal b&achieved by anequitable means”? ~ask
the authors And they answer that “the politjcs ot good higher education
tinancinag dictate egquitable treatment for all’ including the niddle class

I he gl Class 1s a concern too. of Rep James G O Hdra. Chairman ot
the Honse Education Subcommittee. whose remarks appear in Chapter 5

s unaiterably Gppousaed tu the concept that increased tuitions anywhere

will tead ty ancteased access for anybody at any kind ot institgion

Fep O Hara calis tor a4 well-hinanced. nationwide system ot low-tution o
no Lution state universabies . colleges. and community and junior colleges,
an well as andependent institutions, ‘'which must be strengthened and
reserved to provide @ wide vanety of chowee -~ Although he does not spell
out the doetaits he expresses i behet that we can. withoutdomng vioienceto
aur institutions or stretching our leqisiative ingeenuity out of shape. conge
ap with cducatintial hinance systems which will be consistent with our owh
educational tradhition

Chuapter b presents the viewpoimts of a chancelor of a statewide system ot
higher education and of a president of alarge state university' G Theodore
Maan Chancellor of the NMinnesota State College System, raises some:
questions about the marketmodel,. which would provide tunds to students
and et then shop for higher education He also expresses concern aver the
possible ananhoipated adverse effects of mgher tuions . And he writes
Surety s s A mostinopportune moment to desert 4 marvelous system ot

-
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mass higher education. one which may well be the world's tinest example ot -
a4 public commitment to an educated electorate

Dr Harold L. Enarson. President of The Ohip State University. asks, "Where
Qo We Go from Here?" His presentation. based on his closingremarks atthe - LI
recent seminar on low tuition, 18 an exhortation to pubhlc institutions
and their supporters to work to preserve low tuition and educa’ >nal
~ opportunity He observes that the struggle against rising tuition began long
be-fure the Carnegie Commission and the CED reports, and expresses the
opintonthat 1nany event the underlying premises mihose 00cumems have :
now been ‘ettectiveiy demohshod ' LT
"
The battle Dr Enarson writes.-has now shifted to the states. he describes '
whatis happrenimgin his own state of Ohio Finally, he calls foranew agenda®
N highet education ancluding the degree of response to emerging needs
The papers in this special feport are desigped and presented here $o
enhance the discussion on the best methods of financing higher education
nour 50 states durning the coming years This s notanissue thatshouldbe .
tesolved by polibical rpeans alone Norisit an Issue that should be studred
by vcononists atone Neather 1s 1t an issue that should divide pubhc and
private mgher ndurmxon -

r s
The vanouas ;aqsncmt;ons which have spdnsored these papers represent
hoth pubhic and private. nonprofit. higher education. The purpose of this
report. both the papers and the appendixes. is 1o expiore the intellectual
‘.nqumum.s for the low-tuition prninciple and to dentify possible future hines
of researco nto the economic social and political consequences of
VBAnges an carrent tuahion levels . . -

~F,
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. £INANCING HIGHER EDUCATION:
' THE CURRENT STATE
OF THE DEBATE

~ Howard R. Bowen

. *
A

by :

Thes preereenimial dobate on the financing of higher education has been’
anusualty spnnited in 1he past hw,‘i or six years It may now be reaching a
chimax Literature on the subject has been multiplying and no léss than six
major reports by eminent natuonanroups have recently been issued Also

cuntioversy o hedting up. especilly over the frequent proposals that tu-
hions D pubhic mstitutions should Le raised and that students should be fi-
nmced  more thann the past  through loans

I have beeen gsked to analyze and comment on the six recent reports THese
include pnm alphabetical arder) reports of the Carnegie Cornmission
Committee tor Economic Development. Natwnat Board on Graduate
Educ.abon, National Commission on the Financing of Postsecondary Edu-
tation %’.a'tmn.n Caouunci of Independent Colieges and Univerrsities andthe

SpecialfTrsk Furce of HEW chared by Frank Newman
]

Thoe Current State: of the Debuate
Woastington DG Assocdtion ot Aniengan Colleges 1974 pp H<26 4nd roeptoduced
try prerttinsseen of the pabbsher and author ’

Cartwege Commmssion an Higher Education, Higher Education Who Pays™ Wha
Bernef ts - Wha Showitd Pay * iNew Yark McGraw Hiti Book Compdny June 1973)
Cumnuttesstor Econonne Devetopment ' The Management and Fir.ancing ot Cotlees
N Yark CED Oatoner 1873) National Board on Graduate t ducation (sponsosed
ny'Cumemnm- Bouara of Associated Research Councils). Policy Alterndatives toward
Graduate Education (Washingtbn 1974) National Commission on the Fingnting of
pastsecondary Education Finanicing Postsecondiry Education in the L ast Quarter of
the Twentaeth Century (Wasthungtun UUS  Government Printing Ottice. 1474,
1

Hesperintens v Farngeic g Heigher £ duc atian

ot .

"\ "



' AN

v .L NHEOEGN G Fd ot okt LOW TUITTION

Ny ian st deal with the subject o three stages Fust. to provide sone
ot et pec T el NOW Wes Qo whiefe we NOow e tfucn to presentthe
Trngor themes grd broad anphaations ot the sicreports (bemmg caretulnotto

et e b dow ot e itncatde e and finally to present a cniigde ot these

[CRI ST T 4N

redhies Bt atioo g Fanance betore Workd Wear 11

ViorttAYar hwas g ot watershedn the tinanging ot higher education
Hetone e v the theoty and practice of iagher educdtional tinance had
[T R NI IO PRV § Y S |

Thiee Yriqure o ot b s Wds pronmardy mspons:fnluy ot parents, and ot

Lt nl s cives thitougb part ime edarmimgygs . Scholarships and joans
Streoc coe b sere ot prevalent o magor torms of student support
Vearthoi o e oy throastt colledge was the daccepted and respectod maode
veb St

Tho e pec e nt e it gty onthe other hand was ldargely aresponsibihity of
)}- ety o, tebtesented by SLite qovernment, churches and private donors
+

!
e tebirg ponerrenent was nvolved only marginally and corporations

et aat b A o oepted pre-war dogma scarcely debated. was that
Poabivnie ste L) tes Tow Do encourdge dllendance of young men and women
Bl i Gl e Trndions and fees in state institutions averaged about
STou g vearar anttemare Povate tuttions were about2 1 2or 3times pubhc
taiotss s compared with 5 nimes today

L I A N N P I

P dogtelpttes Wi AN B ther G HOlE brought new vigor to igher

vediae al ohe sand apeeteed ute nppralgities by VU“?’M and women tar
o -, Ctesmus expeCtatiuns But the G Bill wag# Wvﬁ\d When the Gls

O

FRIC
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B e g Gt YOS tagher education lapsed hack n‘ytr) a penod ot
ety et e ey o 3 (v ressed stiate until the late 19505 But atter
- '
/ i )
Matearar Lol L Indeepende g Culleges and Universities,  Financing of
Fron e crntany, £ al.nn weth Specaal Reference to the Privale Sec‘or {unpubhshed
Srteiemiengr, et L sapaee o 3table on request from the Councl 1818 R St Rw
Vet at [0 00y S o Tk Fotcetothe Secretary of HEW Natonal Policy
Gt $egrher § gucal-on Newona Report) iwashington Department of HEW Octobet
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1957 when the nanon w\‘zs arouScd by theé™Taimching ot Sputnik. some -

Shecbicaddar thanges ()Ll urred - . e

1 Grants to students. based on a-systematic means test rather than on
schularship became common especially among the private col[bges.

-

2 The use bt fodans in tmancing students was expanded sharply
’
3 With the increasing number of marrnied students, a legacy of the GI
penond spouses hecame a major soutce ot suppo;t.tor students. «
4 The tederst guvernment became a grawing suppller of funds tor both

grants and Inans to students. : : ) .
. ] .

5 The federal government became an important cont{lbutor 1o insti- ¢
tutions through i wide array ot grants. contracts and lqans designated
d‘m-fly tor teserich training and buulqus

6 Philanthiopic foundmmn§ grew in numbers and resources.
Py . ' . /
7 Proht making CUIU()ldtlunS became pdtrons ot higher edx?catron ..
~.
8 Cu"ﬂqex and universities hecame more ;ggressuve and professional in
theas fund raising
-

9 State and locallgovernments greatly increased their appropriations to

pubhc mstitutions some established state scholarship programs and
" some made grants to private institutions . . \ '

-

10 Tumons were raised year after year 'by both publc and privdte ’
institutions  The percentage ‘increase In tuitions averaged about 5,
percent a year for public and 75 percent tor private institutions.

© Educ ators were amazed thatthesetmpohmcrea‘sescalledforthso htfle .
re-act.on from patrons

x

The chief effect of these changes was to infusq vast amounts ofnewmaney
nto ugher education some for institutional support and some tor student
akd With this new money. the dramatic growth of enroliments was possible.
impnsmqu_ however these changes gid not alter very much the pattern of
stitutional support. Thg shares of total income derived from fuitions . state
appropnatinnsg andbthensourpes remained remarkably constant over the
decade following Sputnik For example. 1n public institutions. Iumon
mcome as a percentage ot total educational funds. increased ftram 15
percentin 1957-8t0 17 percentin 1967 -8_and for private institutions from 55
percent to 57 percent Moreover, the rise in expengitures per student just
about kept pace with per capia disposablée income In other words. the

> \ 4
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- standard of lwving in colleqes ana umversatces was rsing atabout the same
rate s the stundard of hvmq in fannhes _ .

. ) . . ’
. - -~

Pad

FProposats 1or Federal h‘)smutional G-Parzts
{ ' '
By 196" whenthe process gt mpld growth and expansion had continued for -
jst about adecade, hn\nualstmmbegan tosetin Institutions had pushed ' .
. eusting sources of revenue as hard as they could. butenroliments were still
—_— - =prowsig and costs were stiltrising So-educators beganto cast about for stilt-
“more revenue The attention turned to the possfbullty otinstitutional grants
-, trom the tedoral government The Amenican Countil on Education. the
- Association of Amenican  Colleges.  the Association’ ot American
Univorsaties’ - and thef National Adsociation of State-Universities antd Lang-
. Grant Cotleges  all went on record in 1967 or 1968 1n favor of institutional ..
. grants The cormmon plea was to retain all the then existing forms of fedetral
. At and add institutional grants 4he” new money to he distnbuted
' according to tdrmulas yet to be devised
]

- \ . ¢ A
- . The proposal for- tederal institutional grants was based on three tacit
‘ P mempt-ons as that expenditure's would continue to nse _'rapudly
- becauﬂcx of gro} mg:%qwllments and rising costs Another was that, though
K "federdl ¢ .noqm:cal aid was desirable. «f did hittle tomeetthe basic operating
‘WORTS ot institutions and unrestnicted funds were needed as well The third
. Assumphion was that a steady rise ol)umons would be on pring iple socially
harmfol -

.

. .
The search then began for suitable foffMmulas that might be used to distribute
tederal nwbtutional aid” Many were nroposed Even { devised such a
toretuia eed the bookletin wiich it was contamned betame one otthe very N

. : ® §

Vi ¢

. ’
Ihes beedeergi lnvestment in Higher Education Amencan Council on Education. 1967,
) ¢ Fedderai Progr e tor Higher E ducation. Amencan Councit on Education. 1969.
i
. i
Fodgergl Insttuytong! Grants tor Ingtructional Purposes Assotiaton of Alh(u:an
v Cooileepn TIGR
5 - 4
. .
Tt Fogerat Fangncing of thigher Education The Asspciation of Amencan
Ll ety YUK .

MASLI G trgnigly -\umnnh'&f/!hv- Miiler all

Toes b e ot Hagner Edueathion Carnegu: Commissionon Highet Education. 1968 ¢

O : .

"ERIC ' N .
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tirst pubhcations of the Carnegie Commission. Indeed. the commission
gave consrderable attention in its early vears to federal institufional ard
The gonclusion fdraw trom this history is that as late as lour or tiva years
ago fhe academic c.ommmmy was overwhelmmgly in favor of low tuitions,
alarmed aMhe prospect of havingto raise tuitions year after yéarn the
huture. and saw general imstitutional support from the féderal government
as the best answer

-

New, Approaches - - - 7 = - - = el .

But imound 1968, duning the discussion of institutional grant; some new
Cutients were heginning to get a hearing One of these was that the major
qoal ot new tede ral programs’ should be to encourage needy and lower-
) nuddie-mcome: students to attend celiege. It was argued that federal aid -
= ‘should.be pnmarly in the form of grants and loans to low-income students
and thiy institutional aid shoulit be 1n the form of added cost-of-education

\ 7 Allowances to assist those institutions accepting needy studeMS This was
the hurden of the Rivhin report which was prepared in the last, months of the
Johnson administration and issued in January of 1969 - This idéa eventgally
became thé underlying theme of the Huqher Education Amendments of

1972
)
s in the early 1970s . other more radical lines of thought were emerging. Some
were advanced by those who had become disillusioned with higher

. education hecause of campus unr.est seme by public officialg who wanted
to bnng costs under control. and some by economists who presented
tecnmicat arquments  In general, with vanations 1n detail. the crnitics

] conve 1ged on three proposals

s .
s,

Prhe hiest prroposal was thgt hrgher education ould and should be more

cthownt The seemingly endless escalation df costs should be slowed

- 4iown Some ot the entics argued that higher education was becoming over-
cxpanded  that it was trying to educate more people than could benefit:

- Sote arqued that igher education had gone out of balance in that too

4 —

Donald A WGlk. Afternative Methods of Federal Fundmyg for Higher Education,
Carnegu: (‘mrﬁ’mssmn on Higher Edgcation, 1968 Institutional Aid Federal Support

’
10 Cotinges®™and thfversiios 1972 Quality and Enuamy New Levels of Federal
) Respaonsibility for Higher Edut.ation 1968
Tow.ared g Long-range Plan for Federal Financial Support tor -Highes Education A
Heport te the Prossdent (Washington Department of HEW. January 1969)

\)‘ ‘ ) . - »
ERIC . -
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‘much was bemg spenton graduate study, research agnd esoteric specialties. .
and not Pnough on_undergraduate educaticn And some argued that
\ wistiutional ethciency could bunmugvuu}hvougnmechamc’:al_techpo_l gy. -
Ibetler use of buillding space. new academic calendars, larger classes. ietc.
From this® hine of argument arose the oemand tor cost analﬁs:s and
measurement. program budgeting. and accountability--all of which are
hively topics today. - )

-

v
A second proposal that came on strongly after 1970 was that the support of
pubhc colleges and universities should come relatively less from taxes ' The
high tuition idea was adopted by some on the pragmatic ground that
Aaddiional funds were needed and that tuitions were the only potential
—— - . .saurce. It was argued that because of the turp®f public opinion against the
© - agadem:c world. the intensified competition fbrexisting tax monies, and the .
political resistance to tax inceeases. the ol squrces could no longer be
v expanded hatl
But the wdea ot igh twihions was advocated by others, mcluding many
ccanomists  on pnnciple Some argued that both equity and efficiency
wouid be promoted f the higher education “industry” were opérated
without public subsidy along the hines of the free market. with tuitions
covenng the full cost ofinstruction “Equity would then be assured because
those benetiting would pay for services received and well-off families woutd_.~”
na longer get unneeded subsidies. Efficiency would be assured because
- . “only those educational services would be produced which_student-
' consumers thought worth paying for To attract pdying customers.
mistitutions would be motivated to otfer excellent education, aqd to meet
market competition they would have to be efticient. Charles Carter, the
distipushed economist and vice-chancelior of the University of Lancaster,
. dersively calted this scheme the " jam factory ™ theory of higher education

Other cconomasts. taking a less radical approach. advocated more

maderate increases in tuions  Their aim was 1o capture §ome’ of the

suhsihes now heing recewved by high-income families and use them to

' support tow-income students and to augmentinstitutional budgets Thisis

' the basic phiiosophy underlying several of the recent reports we are
considening today.

A third new idéa was that long-term loans of substantial amount should be
dsed reqgularly for the financing of students Almost everyone agreed that a
Jgenerous system of student ald would be essential to keep accgss and
- oppurtunty ,pen Some :ﬁgucd that the aid sknuld be wholly or largely in

Muton Friedman Tm-‘anhm Schooling 1n Amenica. The Public Interest. Spring
1968 pp 108-112 .




student fogns was seen to have an.mportant collateral effect It would
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the form ot grants hn:mcod mainly from pubhc funds ' But many others
thaughtdong-term loans should bera major source of financing for low-and ‘

muddit-income students Oniy through -a-system ot loans combined with
i manmmo'ns wquid government be relieved sigmificantly of the cost.of

tugher educahog and new sources @f tunds tapped And so a great deal of

etturt'was devoted to inventing long-term student loan schemes that wouyld

he toderable to students, that would be politically and morally acceptable,

and that would give reliet to the pubhic exchequer o date. the nationis still

atong Wty from anSdequdte 104n program as ¢zfined by advocates of heavy .
batcowing but dttortsscontinue

- L
... -

Ine approach to higher educahonal finance lhrough mgh twtions and

narrow (or even close) the tuition gap between public and private . .

nstitutions— ) 1o correct the unfavorapla competitive position of the

pravate sector Thug, educators in the private sector wers’occastonally "

tempted to advogdte migh pybhic tuitrons and stgdent aid\through loans.

However onthelwhole. vducatorsmthepnvateséctorwerequnerestramed

in theyr pulmcnllacuvmes espccially as many of thenn sincerely favored low

pubhic tuintions . EY !
| N\ \ . .

(S : - ‘

Fo conclude the basic issues 1n the recent debate are clearly an

lo ethzieney. levels of tuition, long-term student loans. ard the compefdive

pasition at the private sector However . ses eralothersecondary issues have  *

Emerged These are, -

1 Should student ard. whether in the form of grants or loans. be fi'ly
portable so that students would bring their aid. and possibly also cost-
nt-education atlowances. to the indtitutiqgs of their choice? Or should
the: uiad be dispensed by the institutions?

2  Whatwill t;Le ({1: effects of the recent lowering to eighteen of the age at
which /ounq poople reach the majornty? How will it affect the
administration of a means test in the allotment ot studentaid? And how
will it afteet the defimtion of in-state residence?

\ 2 .
4 "Shonlg tax ancemtives for chartable gwving. and property tax
» exemptions of colteges and universities. be curtailed. held steady. or
exnandaed”

W Lee Hansen and Burton A Weisbrod. ‘A New Approach to Higher Education
Finance in M D Orwig (Ed ). Financmg Higher Education Alternatives for the
Federal Government {lowaCity The Americin College Testing Program. 1971). pp
117-142
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S How stioubi the growing programs of agult education be hinanced with

- “pec o both mshitutsnal costs and student suppoit?
i . . p
~ v .

‘.
Fae e st ReporTs

A .
Soomuch for the histoncal background Let me now turn to the six recent
pepints b of wiich dle i my judgment worthy contributions {0 the

“dincossion f higher educational binance | should warn you that not all of

Cthe tepotts Nave been published and | have not had access to the last
Coreastons I Eam guilty of misinterpretation. | hope that members of the

n et panei waill set me straight

Al e cemgrkably testramned and moderatg in thesr recbmmendangns YIn
Gant they are oremental Fotr example, no one of them arques for 2ero
tetions o B8 - cost pricing or any other sharp br@ak from past practice.
Settie tecommend that even thewmoderate changes proposed be phased n

o p-wmd ot yodrs Nevvr!huk»ss these dociime ms do pointm acettamn
it ot IngefN they pomnt i the direction ‘that the system s already
o B they intiuence policy  they will hasten trends that are atready
v fent

F-haltnot summanze the teponts one by one. or outhne them in greatdetan
Arg  shal not uibble over statistical discrepancies and ambiguities, of
whath thete are some | shall try to concentrate on the major i1ssues which
A hes i namber and conceptually quite simple The first 1s efficiency
~ .
A f ey Two ot the documents slressemnsx.tuuonalefhcnenq'y t reter
trtneeneports of CED and the National Commussion The Carnegie group
drd ool dwell on ethaiency only because one of their e@arher reports was
Soobicatly duected toward that subgect The CED report¢ conjained an
et Tdinceiaean L on stmngthenmg nternal governance  and
managementas a way to |mprov€ethCnency I tound this section ofthe CED
tepent rather homddehical in tone and not very fresh or provocative |
LAppreciited howoever its sensitive concern for academic conmderahons tn
fealing with malters such  as faculty tenure. faculty ‘and student
pathopationan governance and mechanical aids to teaching. This was no
stk managenal approach to migher education

-

The National Commiussion emphasized the controversial area of cost

analysis and unit cost measurement These concepts were presented as

1
Fae Moee £ ftactve Use of Reseurces o imperative for Higher Educatian (New

yore MoGraw-Hitt Boox Company 1972 .
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“aeys to hoth ethciengy and accountabiity. The commission had been
wmtiucted an oty enibhing legisiation to develop national unitorm standards
o ahodatng copts per student Theamplication of the directive was clear
in the tuture mstitutions would be expected to compute thew costs for
potposes ot internal management and report their costs for purposes of

" assessing overall institutional efficiency and perhaps even as a condition of
recewving federal aid The CED group also advocated cost analysis. ¢
The prospect ol mandatory cost analysis and cost reporting has been
waorrsome to many educators Some of the worry stems from the behef that
cotleges and universihies are unthied entities producing many products, and
that jomnt costs cannot redily be atlocated to particutar outputs More ofthe
wery stems from a deep concern that measurement of cost wall be grossly
mhsleading unless there s correspondimg quahtative assessment of the
povigct Haatas teared . with ample pustitication, | think  that spurnious
comt iqueen iy he used by funding agencies to beat down the quatity of
mantrnchion whoerever it nises above the guerage

Fhegquestion of cost analysis was also considered by the National Board on
Gnatuate £ ducaion The problem ot altocating costs 1S especially vexing in
Complox utiverstios with graduadte programs The report of the graduate
.xr.'xup contamed an diununating essay on cost analysis by Professor
Frodernich £ B;mhzston of Berkeley He pouinted outthatin principle, even if
e hieadt prottems could be overcome, no single umiform cost figure would
Do appaoptate tor all kinds of di-cisions Different cost concepts would be
te-cdfent tor citferent purposes

-

The Nationat Compssion durnng s dehberations heard alt of these worries
AN conerns about cosfs many tunes and took cognrzance of them Butin
the: onet they recommended that cost analysis be pursued as a tool tor
Do rng e enoy an hagher education

B, ot wiew Gt the cost Question s that educators must be increasingly
vomeethied abiont cost analysis and sinsld be developing more meamngful’
cototaty Ty muyst accept the fact that pubhe concern about costs s
peaptitnate aned doesicable The past habit of measurimg gquahty in terins of
wepuls arevdead ot outputs o winch anphes  that greater expenditutes
cootabty et b tagher gudahity 8 no tonger acceptable What must be
Aot Eo Yo better measures notonty of cust butalso of output Nesther of
thee e cancepts  standing alone  telis us anything about” ethciency

i, paomeasured as a 1atio betweon twa vanablag (:us_‘ and output

Mleanstuie we crducators must do our hestto achweve pubhc understanding
Aot anaons acts ety meanmgtul cost measurements are techmically
B it o outpat measurements are vastlty more ditheult. and (3)
Tttt megsuretnents of ethioeney wil never e wholly quantifuabhe
St s Ay be oty judgmental ’

v
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Estiould ke to ofter one other comment Wsntutxonat etficiency. Thisis
mat concemed outsiders  such as bustfiessmen and legisiators ~hre
poone U undeniate the preent ethaeney ot tngher education and to
evagaenate the gamms thap are feasible without unwarraﬁ't'pd sacritice ot
auedhty 1 otelt that the, CED report was by imphcation unreahstic 1n 1s
entirngte ot the k‘nuum of gamn likely to be achieved through betler
pnageneat Cotics sometimes target that higher edacation has. on whole,
Forad Deen o depressed industry and that it has recently been squeezed
e g pretty ight wrnger There 15 not much fat Its true that some
At tions might make one- time Cuts In cost per studemnt of as much as five
et entwithiout senous damage to quality Soma might even manage to do
e sevenal vears g row Bat ne nstitution can do it year after year As
o pested i the Carneque Commiss:ion report, Thﬁore Effective Use of
feeware e (1 8 reasonable goal for ethiciency-imhprovement 1s to cut
due ool omicrefise an real cost (after atlowance for inflation) by one
facrcenage pount instead of increases in real costs as in the past of three
a e nt e annshitution might. with sustamned effort, reduce the rate ot
e tatmapercent d yedat  Such a saving s well worth striving for but
Coann b e many of the tinancial problems of migher education

1

8 Lutions and Student A The central firancial recommendation of
soverdl pf the repotts s that the twtions of public institutions should be
gratually taserd provefed adgeguate awd for low- and nuddle-income
Jgadents s ovde avankiable That proviso s cnbical

T Coanmegue Commssion proposed a gradual and very modest increase of
pubhe hntions avet o ten-year penod to one-third of educational costs twith
a0 exe eption for commutity colleges) and a slowing of the rise in private
tattions o nu more than the growth of percapita disposable ncome Onthe
sk the Carmegqie report s gquite moderate and generally favors
continuation of “he present system of finance rather than abrupt change
Thee GED report made 4 much more drastic recommendation that pubhc,
tipteans b tsend gyer five yedrs {1 years in the case of commumty
Coilegqee o 1o halt of edurational costs The CED report incidentally
ve-comended  that o the accounting  for colleges and  uNiversithe,
Joptecation on capntal assets should be included i the costs The net of
theat poesgeosal then s that tuhons might nse 1o perhaps 55 percent ot
et Hotiad Costy as conventionatly aefined

Tre Natwaret Commussaon_did nat make specihic Fegommendations for
chuneges i the inancing St higher educabon but rather analyZed vatious
Aoty e prrage eatls from the standpomt of their costs and saaiat efects

Gaertr ah et B b e Lt bhgtier Beacaty s Becorne Bare Bitcenst t f oy
’ . Lo Tl g T )
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The commussion report nevertheless. agrees with the CED and Carmegie
viewbs That Student dud Brased 00 3 means test s @ more ettective way of
ShoPeasdig doeenn @ e sarnie expemintutes used to lower itions The
tash totee report of the Natwonal Council ot Tndependont Calteges and
Univerrsities abso anadyzes daiternatives The favored one would smwolve 4
sroder e isoon pabbe bhony  The Newman teport s not specitic about
Boaanceib detans bat does emphasize that students rather than governments
“haald de the vetucte for transporting tunds to msthitutions The mphcation
v et tat tiehions shoald be ssed . The Newman report may be the most
P DA Ot gl ats hinancad implicahions

Coloctively these roports otter abundant tv.\!nmm\y from abie arid public:
sbrnter granps that taitions shoubd be raised i the pubhc sector of ligher
et ation Andg attot the 1eports state ornimply that a collatesal beneht would
Do atnprowy e iaton gap betweon the public and previate sectors
N .

The taban peogarag b ot the Carnegie Commeision contamed one notable
b ey that o tibions choukl be gradoated by level ot
haahion et o reshimen and sophomores next mghest for jumors

Tt semors and ighest for gradudte and professiongl students  The ratio

Far the e qroaps would be about 1101 5te 3 They proposed this hing of
A aduathon tor both pubhc and prvateanstitutions  The purpose. of course
Sl e tokeop opportumty open at the begimrming ot c'one_-gv Cfeers, o
toyoamprose hugh tu ons amnd heavy borrowing after students had become
Seltestabbished 1T s awady of increds g lhions without ransimg the barners
AL ety To CoHe o s proposal ramses somge phidosophial guestions
houl the glfocations ot expenditures among the vanous levels of
nstruction and about the unity of the university And it raises practical
guesthions aboat potentiat etfects on attrition with stepped-up tuthion after 2
years or 3 years and about competitive retationships between the private
A pubdi sector Hf the pian apphed to both prvate and pubbe mstitutions
f= PEopased 1t consbed cpreeatty Angdeett Thee JOHr i Hetweery peecrte Janed
vuabte Lataans tar gotvanic o Studdents

e Ly Wen ey e bl esieameenit Gt e e ot Arenaggie . ot
vy Thal e et Sl e o tiad et cncautagement given o low

e anee s toafenta At e repaorts agree specshically o by anpheatoon tha
panl. teoan oo <tudents shoadd be expanged For exampie thee
Gttt O ssoan recommended tadl tunding of the Base, Oppastunaty
Gatants The Noationgl Baoarg on Gradnate Education recommended thees
il graetaate felowshinps to he granted o0 modest peenbers hose
P e d vt Prteeal PhiepGee cdees ey Tog e S chie Mgnfowe r feoirettsonts o f

gt a0 o gried thia e vfosignedd fonr tunpnty Qroaps ancd wisten

v kD et Carnge reports eeene alun exphicst n fecammesndin:
S D N LA LITRINN mm\\r Foagty sopeteern, Thc g el sunptgaiges bgneg b
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Joans of large amoun)_with income contingent leatures. The reports
recOgnezed. however, that the natian s a tong way from overcoming the
problums ot techrique and of capital supply needed for the massive loan.
system they envision The report of the Natwonal Bearg gn Graduate
Education was especally articulate onthe danger of cutling out tellowships
tor graduate students an the basis of a proposed loan system which simply
deoes not yot exist

The reports suggest that student ad. including both grants and loans.
should be portablean the sensce that students would recewve their alloiments
ndependently of the nstitutions they chose to attend Thus potfability
wotld presumably widen student choice of institutions and would* - Jivate
volleges ands unversities to cater to the needs and wishes of students
Partabie student ind wounld be especiatly potent o accompanied by cost-of-
vdducdbion allowances as 1§ freguently suqyested The Newman report
ospecitlly emphasizes portability of studep: and In my judgment, the
subject of portatibly raises some senous QuUestions about inshitutional
autonomy and has not yet receved the altention’it deserves. While student
wiluence over mstitutions can be recommended within reason, there s
sotmcthing «aalso to be said for the integrity, inper-direction ang academic
froedom of institutions InYhe current debate these considerations tend to
e gnored The Newman report was eloquent on academsc freedom and
mstitutional autoonomy but saw the state as the chief threat and students
with postable tunds 0 Jhe iiberators | am oot 20 sute the matter s that
NI TIE

O Prvate Instituhions Let me now consider the special problems of private
nstititions Al ot the groups wete concerned about the future strength and
heatth of the private sector Al expressed appreciahion ot the contnbuations
mane hy private institubions to the nation  and indeed to pubbe ngher
educathion as well However, most of the reports dealt with the prwate
et nather acdentdl tashion Both the CED and Carnegee groups
recomnendedd state and to prvaate mstiiations The CED report was guite
sexg ettt an fee e g qwiu-n;ﬂ mstitunonal grants to both prahbie andg
prevate anshitutioens basedd an enroliment the amount ger student to he
whugted by types of mstitation accarding to anstruchonal costs and
amiount, v ancome from o provate souwces The Carneawe  group
recommended state aadan the torm of tuiion oftsets capitation grants to
e titutions o grants to studeras attending povate institutions . The
Cathe e gronp noted favorably the oxpéamentation with programs of thas
tec now qoitg onoan many states. and imphed that such programs shouid
*’lil:.lhpl',f.lrr(ie;xu.nul he Newman seport wath s e ahasis on student aid
anppisted thgt neaeddy '\{\h_'(‘”"h Attonding private s o, should regeve
crtia Q-.mt_\ ta help deftay tagh tiihions The anvderiyving idea in all these
teparts was to bind g way to adarrow the dollar tanon Qap



)

+ FINANCING fINGWER EDUCATION 23

The CED report strongly emphasized the importance of charitable givingto
maner education and waed fp 75) that “existing tar incentives tor votun-

Ly supPort od tugher education be maintained and expanded in
My fudepnent this)ss a recommendation of great importance and shonld not
Dee prasserd over hghtly -k —_

As ane wouig expect. the report of. the National Council of Independent
Calleges andg Unwersities was devoted prnimarnly 1o the privete sector. it
recSunted the importance uf))uvate inst:tutions to Amernican society.
cxplained the'mounting financial problems. pointed to the importance of
strengthening tax mcentives for chantable giving. and then presented
wvenal hitancil options nvolving varying amounts of awd 19 needy
students One of these options was to raise public tuitions. Another was to
labbish o a “tmhon-offset plan™ under which “the state or fegeral
1 eernment would pay lor each student enrclled in a private institution an
Amaant equadl to part or all ot e ditterence between tuttions and average
rdupcabional cost an pubhc institutions © The payment could be made
Auedtly, toothe student or 1o the institutions. Another proposal was a
campronnse sk to thee CED Carnegie ptans, in which public tustions
wonit e raised moderately and partial tihon-otfsets would be paid to the
Lt sectur I addition. the report suggested direct institutionai grants
o e state or tederal qoverament tor capital purposes

The NCICU report alluded to. but did not develop. an issue that was
wvetlooked in the other reports namely. that adequate aid to private
education may require federal as well as state support Both th CED and
Carneqre repurts had indic ated that support of private institutions should be
dresponsibility of the states. The prgblem with this solution s that many
bnvate nstitutions are national or regional in outreach and draw only a
traction ot then students from the home state But programs of state aid are
Jsually confined to in-state institutions and in-state students It would be
possihle ot course for states to make grants with respect to state residents
~herever they dttend college and a few states have dane this However. 4
tuly tatonal system of aid 10 privaie higher educaticn prubably needs the
witeryenhon of the fedoral gosernment either by duectly sponsonng the
Pragran o by provitfing matehing grants to the states ?
D Graduate Education and Research Many discussions of highcr edu-
catonal tinance are confined o undergraduate instruction The tmportant
funchions of graduate and professional education. research and publhic
service are vitually ignored Of the reports under consideration., Oonly three
dealt with this subgoct  National Board on Graduate Education. Carnegie
aned Newmian ’ .
The tepnet of the National Board noted the rapid disappearance of tederal
fenowstnp and traiming programs. the levehng-off of federal funds for

--
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research (especially tor basic research). the unpredictable tluctuations ot
tederal suppott. federal preoccupation with transient categorical programs,
and tedurdl wesponsibiity for the weltargf and coatinuity of institutions
1he buard catled tor restoration of some fellowships and traineeships and
e development of practicable and ageguate student toan programs  They
raised many issues regarding the future ot basic research and its roleinthe
advancement of our culture and our economy Thney tecommended
mshitutional aid for graauate study by. fungfng relevant sections of the
Higher Educanon Amendmenis of 1972 hnd they cautioned against
excessive reliance on manpower forecas*s as a basis for educational
planning :

The Caregre Commission, as part of its step-tuition progmm. advocated
turtions three times as high for post-baccalaureate students as for freshmen
and sophomores The comnussion was. however. snmewhat ambig::ous
about thil proposal as it might attect students seeking the PhD They aiso
recommended that the federal government -assume responsibility for
graduate and préfessional educaton and research’ and sighihicantly
ncrease.ds support f the nation is to remain in iie vanguard of screntif:c
and technological developments ' In a previous report. the gommission

Jud recommiended a massive program of federal tellowships for doctoral

Sindidates. together with cost-of-education supplements of $5.000 each

Theeo {llowships would be awarded to students already n course and
woutd not be portable And in another previous publication, the Carneqgue
Cuminussion had recommended that federal grants for university-based
research be increased annually in proportion to the growth of GNP * The
Newman group. on the other hand. recommended 2 massive pregram of
pottable graduate fellowships with companion grants over and above
tuttion ot $2 000 to the institutiogs seiected by the students -

E Recurrng and Uifelong Fducatron The _l"dow'fn;m andg Carneqie reports

pomted o g nttent bhindg-spotinthe hnancing of higher education namely.

that no adeqguate provision 1s being made to finance recurning ui hiteiong

vt athion or the students imostly aduits) involved in such education No
Sl ons wene offered the problem was merely dentifiod

F o oSurimary of the Reporls Let me now rfmapitufate Wianving many
vAtAtians dfetgrls and nuances the six rcpm’ts are sdying:

1 The o wency of igher cducation sBould be mproved

progrue §ucation W by Wi Hernefis T W0 Shoodd Pay? op oot p 107
Gt tticoar At N Yore Mo(oaw Hilt Rook Company 19090 p sy

(Dot 41 £ 2uatdy New Yore $AcGraw Hill Book Company

$
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TTTTWRONS OF pubhic mshtutions shoutd be raused to perhaps i thires or

£

et Bt O ISTTUCHH I €avadl - = o me rem m s e s e o &

§ 0 Access shoukt be gvailable to abb qualibied stgdents Studentand should
be extendedan the m:’m ol grants totow-inc gme students and loans to

. ‘
iow .1ind mMuddie-income students

%

prtogram  Pracocal long term foan programs shoutd be imvertted and
¢ Adequdte captal to tund them should be rased

S cNtaddent g shoaid he portabte
Privatenstitutions should be assisted hy dny uf severaltypes of tuition-
ottt whne it would have the gfHect of ndarrowing the tuition gap  dand
provaechly by titateong! grants

W

Tax atn cntiyes o chanitable viny should be strengthened

B bederat talowsthops and trianepshaps for graduate students should be
Pentoreg at teast mn pari. and basic researfch should be SUPIOT tend At
[EUNTALS B PRIVERY [N

o Waln ot financma bitelong and  recurning vducation should be

: Shevemog e

Ot thescrecanimendations those pertaming 1o twitions and student 1oans
e ot course dttracted the most attention and objection For example.n
e 1973 gniaal meenings  both the Amencan Associdtion of State
Colierpes andg Unsecratios and the Nationat Associatinon of State Universitios
andg Land Grant Colleges strongly objected to the tuition proposals and
reathirmed thee hstaone Ameocag policy of low tuiitions and minimal use of
Studenit taana The Carneague and CED reports also evoked considerable
.n-f..-:\-- vefitot i teaction from newspapers actoss the country including
such leading papers as The New York 7imes, The Washington £ost, The
Lhnstan Science Moniter and The Minneapohs Star. Labor unions as well
indicated opposition In the remainder of my remarks. | shall try to share
wItN yOu My OWN vieWs on the recommendations contained in these reports

Vi . -
Cooerre Tppef tacy O v phpesaly
ALt reficatert the socreports are alt maoderate and graduatn sgprt |

ey Gte Soete arfopbed ugher edacation woulgd ot be instantly or radically

ERIC
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Loans snoulkd become o more promment part of the stiddent aid
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. ranstorm&d either tor the better or fo! the worse. Indeed. tuihions 10 public.

mshtution
lecomimg

have been nising so rapidiy 1n the last two years that the
dations of the Carnegie Commission are already beconming a
reahty Byt thase reports do try to set a.new course That course s toward
nigheriitions . large grants based on rmeans tests for milhions of persons.
and pussibly heavy indebtedness tor many What are the consequences ol
this ine of development inthe long run? I mustconfess tosome uneasiness

For miore than a century in this courftry. efforts have heen made to
encourage young people ot all classes te go to college Higher education
has been regarded both as atorm ot personal opportunity and as asource of
mat benefittosociety Theaccepted view  seldom challenged as lateas 3
trs 3 years ago has been that higher education ought to be open to ali on
the mostgenerous terms This was the historic idea underlying the founding
ot hundreds ot prvate colleges. “the land-grant movement. the
estabhishment ot public urban institutions, the Gl Bill and the community
college movement Why. at this stage 1n our history. when wa still have the
task ot brnging millfons ot young people -many from othnic
ninonties  into the main streamn of American life. agd when there i1s s2

~ much educational work to be done for ali classes. including adutts. why are

wre strking vut iy a new direction? Have we been misguided over the years
and are we just now 1eahzing our errors? Or are we about to co it a
culussal blynder? '

1he tinancing of 1fgher education 1s not merely a'malter of tachmque to be
docded by experts ot s a matter of educational and social values My
nusgivings have to do with values

A The Widernnyg aund Deepernng of Learnmng Firstamong my values is the
widening of learning for persons of all ages. both sexes. and all ethnic and
economit backgrounds . and at the same time the deepening of learning for
everyone By learming | mean humanistic. scientific. and vocational
education uf many vaneties Such learning 1s a powetiui means Itis the
hase of wur culture the foundation of our economy a source ¢f good
atizenship and cwvic responsibiity .a way toward the solution of socal
problerms and amaornintiuence toward humanizing individuals Learning is
As an end inatsedt. s tun tulearn and good to know. The great spread of
leatnming that has occurred in the past century s far frorn compiete Qur
mpnorance averwhelms our knowledge and our tolly vastly exceeds our
wisdnm

Learming occurs 11 many ways. by no means a!l ¢i it through educational
institutions But institutions hav-: an indispensable role 1n facihitating the
process. notonly for mithons of persons of ages 18-22 but for persons of all
ages Formal education 1s degltined to be a recurring hfelong experience
The tradiionally sharp separation of Iife into three stages —education in
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youth. wuik in nuddle years and retwement in old afie—1s Iikely to be
radically altered

\_‘ .
Under these conditions who can say that the philosophy ot the Mot il ACT
or of the commumty college movement 1s passée? Who can say that migher
education should not continue to be availlable at low cost to ensure ready
dceass and encauragement for pmsor‘i's ofallages and conditions? Who can
argue gl tigh tuiions. means fests. and long-term loans are really
“eonducive to the widening .’nd deepening of learning? -

B Acadenne Frecedom  Another chernshed vilue., which 1s vurtui’illy'

unmentimed in the recent reports o tinance. 1s acadenuc freedom It
congists uy part of the nght &wnd duty of individual professors to seek ‘and
sp-/jk the truth More broadly. 1t includes s:ﬁ;mhcant inner direction for
_.’./m-q.--. A oniniversiies as nstitutions It means that the academic

Jaunmunly shoald have an anfluential voice - -based on professionat -

fidament nodeciding what to teach. how ¢ teach. what academic
’standargs to gunntain, what tines of research and scholarship to pursue,

S what to pubhisk and whom to employ as protqssors Academic freedom in

this sense s dlways th eopardy but in the past decade has been subject to
unprecedented crosiwon trom growing political infiience and increasing
rehancgq on funds earmarked for purposes prescribed from outside

Acadennc treedom calls for a system of finance with diverse sources
Ncluging subsianhal funds that are not earmarked and for which inst:-
ttions e not 1as Lenolden The praposal to raise tuitions might tend to
diversity the sources of support in pubhic institutions and enhance
GCademic freedom However. L find no evidence that while tuitions are being
raised states are relaxing theiwr grnip on their colleges and universities Quite
thee opposace On the other hand . the proposal would move: higher education
Sdong the path towdara the market price or “j. nfactory  system of hinance It
carted tootar it wouldampar the inner integrity ot college:s and unversities
A~ nshitntions and convert them into enterpnses responsive only to the
i dtket
4

C Means Fents and Debr Another of iy vidues this ime a nagative one 1y
distaste for the myeans test and tor foading heavy indebterdness upon young
people Lreqognize the impaortance of grants based on need, and joans. in 4
tatlane ced st of Stodent and s when Large amounts of mongy Jqre
mwyadvert gt o hecome apprenemisive the means test s essentbally

LS sumetmes g that -t e gher education is made too treely availagle too many
Po TP e g pee e ity oo Ty Inthoanterests oflearming | am willing
M Pesw TRy T Al ety S s e There e et Ly Drakes o overglipg atiore
Troege gre v 0 g ootk iyt g s bopen gt egenteg e B ane ngome goed $he

‘.‘11 [ R L AL SR Y B Y N A T and atneer patsuts
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_ andetounitic butedurdic. arbitraty and open to evasion Moreover, it ‘

m——me sl D ety etk et v aaaneg Jocaprle who JAttun their majonty atage
' . W tecame cmancipated trom thes parents .
" . - - *t .
f

- - Fove oot socaesty toregpniteals youhg ;md{uvtuqnhvd\uly o duebt luplu.u.'nt':. —

Al han genetaus attitude toward our youth Even trom the economee
point 0t v Long-term loans make bttie sense The social cost ot providing
A receang an eduattion must be £2rne at tne ume the education occurs

s U Cannot e tansterted to theetutune The H-'p.';yll.lenl of debt s only &'
tanstor payment having Litthe undmlym\‘y}('(.ononuc significance except an
anpte-ictable ettect on the distubution ot income 1t would seem more
foanaresshke o finanee the costs when they are incurred rather thanto go f
itaaagt the ted pe of makmg and repaying loans Still another dithiculty
with hoavy loans s unfairness as between generations Those of us of the
preener e e dand older Qener AHORSFeceved- Out-edHERHOR withou! Ay — — —_—
tec e led s We mum.-m\ctsaymgt()m:'m'xtgenura"on. ‘We got
Vi s Tl L DS come you can getyour education onthe cutt

Vit b e ppeshing s ot ehmination of Al grants hascd on a means test
a0t ali udent ioans am counsehng that we should go slowly in raising
ot s aeve b wall demand beavy use of thesk devices | think this wall
JLalan antearatd and unnecessary strain oth on higher educatton and on

TYLEENR PN ¥ .

D f e st anotte  vatue s edinty . The largest single cost of migher

St dhion s e timae and torgocoancome of students This, together with

. e eentalecpenses of igher education (notcounting board and room).

' , place atleast two-thirds ot the total cost on the student and tus family In-

~ stitational c0sts are on the order of only one-third of the total Inview ofthe
sl 1l s dop teany yiedd, subsl(mﬁ‘u socitl benehits as well as prvate —

te et Lt tadent, s wvoald seent that a major portion ot the mstitutional

coxalh it critabty he bornee by socely . that as. govertment ang

Sanntirop, Ty woas a conctiusaan of the- Carnegue Comnussion and

At gy bt tee a2t L of then tecommendations  Inadentally.

e 0 e Coottiasion 1h ot af the few groaps which have openly

Pk et D e e ot Srgore incamiee and sociat benehits ot hagher

R L bt sigoing Mo daipater e tor Anuther ot my vilees s preserving the dual
ot pabhihe b ot tngiea edacation Tias of course. requires
Dot g ot thie penate sector which in my judgment s an great

Pty T pog e sec o o mportant hecause st contnbultes diversity

Vet e t g e sy S e Whie SEogat Pay T o it g 34 614
Q
P .
. - S
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- andleadersthip Through the diversity it confubutes, !hu!iighux educations
Systern serves the needs of siore people and otfers more chorces than could
doputely pubiic system Thioagh the Jeadershp given by many private
mstitutions the nature of academic excellence s m-nui\rstmtud. acadenug’

e - cafABrds e sed. the wheal of Bboral leatning s kepd abwrand Hounshing
; wving example ot academic reddom s provided. and a frutful source of
\\. nnuvation and expermment s mammtaned The example the mere presence

\ of the prvate sector s a factor in the freedom and advaticement of the

pubhc sector and senves as a brake on onerous public conttol 1 would

vigqotously deny that povate nstitutions have a monopoly un diversity or

LJdeaderstip bat Dowould argue with equdl vigar that the whole highet

. educatonal system s stronger for its duality

There s ng doubt that riusing the tuitions of pabhic institutions would h';.'lp

. e pnvate colleges and univers:ties But 1 do not bebeve that such tuition

Mt - = ar e hest wdy ot helping them For surnival. the privite

NLIEions most fist ot all hve up to the idedls of diversity and leadershig

They muast be asetul to societyan special and demonstrable ways Second

ey need 4 sy b e 08 Bnance thayt will narrow the tuition gap and at the

wame tne will preserve then privicy . This systeriT™ot finance has already

bewenamented and tned out It now needs perfecting and developimg 1t

consists of tistion-ottsets from qovernment The tuition-offsets may take

thetomm ot grants to privite institufrons ot they may take the form ot grants

to students attending private institutions More than fhmy states are ex-

, penimenting with vanous forms of tuition otfsets and more are considering

them These programs are_quite varied They include tuiition scholarships

with amounts ddjusted to Beed grants 1o disagvantageds students basod on

Il!f;'l’ arants of tixed amount without a means test to students attending

- - bhivdle ¢ Glleges grants of hixed amount to povate mstitutions tar each

student entolied cte Thereas argent need for tarther dovelopment ot thege
Alans and aforc e dlistic tunding Thersis nded dlbo ful Tedernal intervention

paatliy to cncourage thee stiates to estatiinh adequite plans and partly to

LN abhul recpony among the states so that students may he covered
wWhosallend pravagtes cor pabiitcs collesoges 1o ated outside therr homes states

AnSsng enttarn paart b the hinanesal solatron for thee pravate LOCLOn i )
Steenathen thee anosenibives, hon e baahibable cpgng to education Hn-:,a./wmh!
S fade retannneg present bederat andg state b imcenhives and adding
etnethrep e otpat thile o the phaee proposed hy Atan Pder which wonl

LAV R TR AN UL | T B P SV FONTI BT IO RS A £ TRPOVRTY I QU YT RTRIS TIRR UORTTRTRTING PINTIN
b T Y L e T O O TS LTI § LY FYRY STR U RPN OY IV P Y I PR BN PISY | ETSTINTIEITRT B RISRY [TV M
R L T L T LR L TR R TR S R O N TR RS IS B IS WA TR0 (LA RN TR o P YIS SRY FRON FL1 R
(PR TENE I L PN LA T AU SEFRLTEY NE NI PRLY PR W N H--_;-l Wenshd o ettt ppyree Thies foyfeer
MR R LA PR ST L DR B R I S A S AT P L1 ST SO T RPN PN T LN FIE W LU0 3§ PRNRT IS PO
T Thes st Jdlee gned Tower i gme Yot i 1y i) gt thee S tiree Of gy MR

sttty ot taa Sy St
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\ chantahle gnong. There s need also. tor hberalizing property  tax
exemptions to? povate institutions The present tiend in many states s to
nanuw these exemptions *

With these Wns open. | see no reason why it should be thought essential -
to the privale#sector that-pubhc tunitions be raised or why acrimonious
— contruversy between the publhic and wavate sectors should be allowed to
foester Such gontroversy can only be, harmtul to the cause of higher
- cducation as awhote Thissolution does require akind of compact between
the pubhic and pnivate sectors The private sectos .. called upon to support
o pubhic tintions . and the public sector to support ttntion atfsets

ot

. b Adequagy @ Finance Another value is adequac: qf finance. The several

veports we hdave been discussing have rightly given this high prionity. Some
hove tiakett as i hasic assumptipn that society 1s ngt gong to sustain higher
vducatiun adequdtely unager traditional methods of finance. _Thb:y‘ have
asked hdw hmited public and phitanthropic funds couid be “targeted” so
that they could be stretched astar as gossible They have suggested that. by
rusing tutions and providing lonztowm loans. the middie- and upper-
i Lome groups could be made to pa'y tor more of their own education And
the funds thus dcytured could be used for student aid to the poor and for
mstitothional support The planais a not-too-subtie scheme to take trom the
middie - lgss and gwe to the poor

I would raise thiee questions Firstos the assumption vahd that funds from,
cumvehtional sout ges willtall short? 1 am notso sure 1tis valid, atleastfor the
Loneg tan Kore about that in a momert Second. if tuions are raised and
10ans pxpandea witt government and cfbnors corresponamgly reduce therwr
Citort? | thunk thas g distinet hikehhood  Third, s there a risk that the
rgommended tigh titiun will not be accompanied by the adequate
program of student ad which everyone says must be pait ot the package? |
tunk thes rise s tuah as mdicaed by the tact that aid s far from adeguate
v T et Ieveds ot topton )

Cshont Lama skepticabout igh-tuihion proposais from the point ot view of
adeganaey | think igher education might do better i the basic financial
rospicnsibality remained cloarly with government and philanthropy How-

- ceer Tcannot deny that to iind adequate resources s a senous problem The
sevetal teports have faced this problem candidly | do not assert that they
are de-ad wrong | onty express goubt

(2 oo bgsion shall concnde on g note ot optimism - not because évery
scenano should have a happy enaing - but because | think there 1s a basis
for 4 gernnnely hopeful outiook for the long run N

~
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! ' _ FINANCING HIGHER EDUCATION

_ I behieve that igher education 1s not doomed to be a sick and depressed
ndustry lapsing into a posihion of inetfectual poverty | bel:eve 1t will, or
cdn. be 4 buoydnt growth industry | have pointed out the vast amount of
cducational work to be done 1t we are to widen and déepen education as we
should do Inmy opimion._the time will soon come when we can get on with
this task un an unprecedented scale Our econaomy s clearly reaching the
end of its insane preoccupation with produc:pg physical things at the cost
of plundering our nationaj resources, fouling our environment and
cluttenng ourdives As consumers. we shall be shifting our emphasis more
ang mbre 1o human services that enrnch our ives and do not pollute. As
_producers. we. shall be changing our emphasis. 1n the developmeiit of

" produclive powers. lror' physical capital to human abiities. Higher
education wiil obviously have a cptical role. it 1§ & purveyor ol human

“services that are highly valued in their own nght. anditis abasic mstrument
tor investment in human abihities

With this outlook. we should not take for granted that the fate of higher
education s rettenchment and impovenshment The time 1s npe for the
planming of wholly new levels of achievemc. ..t in higher education. The
tinancial pohcy that tits this future 1s one that will activate the widening and
deepening of higher edugation It s a pohcy of moderation-—moderate

pubhc tuhions. moderate use of grants based on means tests, moderate use '

of ioans tor student aid. partial tuition-offsets to keep private higher
education competitive. and positive incentives {or private phitanthropy

I suspect that current thinking about higher educational finance. as
exemphtied in the six réports. grows out of depression mentality and a
short-range perspective In my judgment. these reports have not taken
account of the enormous opportunities that hie ahead as our society shifts
from the production of ¥ynds to the provision of services. and 1o the
huilding ot a great culture Nor have they really faced a future 1n which
e:ducation may be truly opento persons of all ages and conditions. in which
education wouid be rationed on the hasis of desire to learn and achievement
i eaning  not by tintions. means tests and withngness to gn 1nto debt

H we are concerned about the poassibility that upper-income tamilies may
receive suhsidies let us deal with that problem throuqh the tax system. by
reguinng everyone 1o pay a fair share of the general tax burden. not by
rying to convert the financing of mqner education 1nto a device for
redistributing mnmcome

What we now need s shill another study group who will break away from
dupression mentality and short-term considerations. wha will explore the
vast educational honzons of the learning society and who wili produce a
tinancial plan commensarate with the educahonal work to be done
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FOREWORD

Roger W. Heyn§

The question of how the costs of postsecondary education should be
shared fimong vanous pubhc and private sources i1s one of the most urgent

to shift more of the cost burden to students and thetr famihes by increasing
tutions at public institutions and. atthesame iime.chiannehng financial aid
directly to students have aiwused concern and controversy both inside and
autsige the acadenic world On January 28. 1974.the Amencan Counciton
Education reledased a pohcy statement setting forth its position on the iIssue
of tuion  The statement emphasizes that the complementary goals of
providng +qua! educational opportunity and of assuring hlgh-quémy
postsecondary education by maintaining institutiopal diversity might better
he reached by keeping publhic tuitions fow and expanding support for-
studgents and torinstitutions. both public and private

Tuion Analysis of Recent Policy Recommendations’ presents part of the
rativnale hehind the policy statement Garol Van Alstyne. of ACE's Policy
Andlysis Service. has analyzed 1in depth the premises tnat underhie the
proposials o raise pubbe teetons Questioning certan assumptions that
Lot ot us ke on fanth forinstance. about the nature. extent. and causes
ot the tinancial cnisisin hugher education  she cbnecludes that many ofthem
are erroneous or 3t the very least questionable The analysis s
documentod with hard data and iffluminated by the insight and expertise of
JAN ennnonnst

This repenrt by D Van Alstyne s a usetul contubution 10 the process by
wtnch wean hejher cdocation will reach o voluntiary collective pohcy on
wies ot the ogor griestiang tacineg us 1t1s one of the hirst products of te-
Policy Analyses Service establishesd an 1974 as the staft arm i ACE
ot erned pith o agstemain anarysis of problems of high national prionit,
W cxpuect that the Pobicy Andlyss Service will inform and help those
tesponsible for put.be pohicy bedanng on postsecondary education

o

-

-



TUITION:  ° .
" ANALYSIS OF RECENT POLICY RECOMMENDATIONS

_ . Carol Van Alstyne

&

Recent recommendations on tuition policies of national groups studying
the urgdnization and financing of postsecondary education have toucheg
off stre iuius diebates intoderal and state leguslative chambers. inacademic
ouncils, 11 the media.in thg coffee houses near the nation's campuses. and
across the dinner tables of Amernican homes Tuition recommendations are
nrgposed or analyzed 1n three major reperts -

rirgher Education Who Pays? Who Renelits? who Should Pay? which

-

; ppeared in June 1973 and)is one of the final volumes ofa 6-year $6 mithon
© htudy eftort by the Carneqie Commpission on Higher Education Later. in
Apni 1974 the Carneqie Commusson assued 7winon as a supplemental
stalement to the onigina! report

s
‘e
- s

Fhe Managemaent and Fumnczh_d of Colteyes. pubhshed in October 1973 by
- the Comnutiee on Economic Development. a group of 200 business and
civic leaders Thne report culminates 28 months of analysis and discussion

'

*>

{ want tu acknowledge the substantive cantns.hons to this paper of cBileaques at
the Pohicy Analysis Service o' e Amernican Councilon Education . particularly Cath::
Henderson Laura Kent ang Y Tsien A number ot reviewers identified with i broaq
spectrum of postions on tuition 1ssues provided extremgly helptulcomments on an
vdther working draft of thus paper Detailed cntiques were made by Philip Austing
John Rlackbum Howard Bowen Nicholas Bruck. Allan Cartter. Robert Dorfman.
Margaret Gordon Lee Hansgd Peggy Heim Hans Jenny, Russell Thackrey, and

' Joseph Pechman
3

Educatinn tiyond the high schoolis now referfred to as pustsecorndary education
Much ot the availlable intormation however relates only to collegiate or higher
edutgtiun in the tradihional sense. and the vocabulary in the text of the paper shilts
hetwetn the two tems dccorgingly

For complete Clations see the sl ot teferences at the end of the paper
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suppotted by contnbutions totabing several hundred thousand doliars trom
e G DY st g Sesveral imgapot fogimdations

tingay g Fosisecondary Educaton the tinal repott of the National
Comnussans on the Financing of Postsecondary €ducation. released in
January 1973 the product ot 15 months of Commussion and of ptofessional
ot work wath i budaget of $1.5 midhion

Both the Caroege: Commusson and the-CED recommend that tuition be
st atlow tution pubhig mstitutions andatthe same time thataidto low-
e e stopfents beasngteased 1o heldp them overcome the iimancal barniers
ey tacean furthenng therr education

Sbechoadl, e ©onegie Comnassion recommends increasing tutions
SVeT T penod until they reach one-third of educational cost at ine
e oot levels. whille maintaining low or notuttion tor the first 2 years
ot peostar anedary edducatbion . The CED recommendations are rmore drastic
At taet 2 egets be taised to one-hait i sistructional costs. over a 5-year
vefiod at oyear anstitutions and over a4 10-year peniod at 2-year insti-
tatiemes Both tne Carnegre Commussion and CED emphasize that their
recommendabions with respect to increased tuition are inked to. and
wmiseparabte from then recommendations with respecttqmc:gaseu student
Jird '
Thee Nottionad Comomissinn report includes no recomme idations on tuon
levels rather 1t uses an analytic framework to compare several alternative:.
m..u\mq pans ancludmg one based on the Carnegie Commission
propdsdals and one on the CED proposals The analytic framework
el eloped o B can be used tu evaluate the tinancing plans in terms of how
Aol they actueve goals specified by the Commission for student access
hnce and opportundy (but not the goals specified tor institutional
cwcellehee andependence or diversily )

1ot s 19T freparnt the COHE recommendation ot 1ow of no tuithionn s applied to
tastirat U ge g Wt poster-tundary educdtion dt both C.year and 4-year instilubons i
s Apra 1674 gppiemiental statement the recomzendabion 15 apphied onty to the 2

.

o T R L R e . AP ATe 4]

Tre e cgucabonal cost tused by the COHE includes such funchions as
16 armeney sesercnand pubine seraice thie s asnomewhat hroaders conceptthan
e terey nstryct:on i cost tused by the CED) which relates specifically to teaching
I fper g tiese- roRts the COHE includes only current operantig Costs whesreas the
CLL ma vt e gpatal st G iedsonanie aliowance 10 repidieiment of facinitivee )

Poegoeati, iren ghiunottuiion tu costis specitied mterms ofgross ihion thats
bedares S1odent assstane s Betted out
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The: current debate over tuttion levels 1s extraordinary 1n that both
sides  that 1s those wihio want to increase tuttion and those who want to
keep fuibon dow  clam to be secehing exactly the same objectives namely
{¢) ty\wh-n educdbrondt oppottumty tor low-aincome students 1o enhance
the quabhty o! postsecondary education. and to assure the vitality ot the
private colleges and universihios. thus preserving the giversity otour higher
cducational system And each side claims to be seeking these object.ves in
the most etfective and most equitable way

Those who advocale raising tuions assertthat such a strategy would do no

more than shghtly accelerate existing trends in financial support for
postsecondary educatian. But if tuitions n relation to Costs are set halt
agaimn to doubie the present levels. 1f more of the cost of education s shifted
1o the Ccurtent student generation,  students must depend significantly
MOore N lodans 1o tinance the added costs. and 1f heavier rellance i1s placed -

O
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on-martkel mechanmsms for allocating resources to and within hwghet
vdutahion then the uitinate result willinfact be a significant break tromthe
trachtion ot jJow-tuthion pabhc higher education in this Country

The Premises

The Cameqgie Commission and the CED reports differ matenaltly in analytic
approach n policy emphasis. and in the substance of their respective
recommendations But o number’of the arguments they make in favor of
inGreasing tuttions are simalar

As syntnesizen from the two reports  there arcthree major arguments, each
At whie RS ased ds mdependent grounds forincreasing tuitions The first
relates to financial distress in higher education and may be summarized as

toalings
1 Theres widespread tmanciat Jhistress in higher educaticn
S Thel gedrens nesalts trom the more rapd nise in Costs than oo incume

4 Thougb cost increases may be heid down to some extent by improved
mgnagemen? of educational resources. costs will continue to fise
hecause nt the fabor-intensive nature and the consequent low  or at
st ratativedy unchanging  productivity of migher egucation

3 Ao from pabhie soeurces wall npt increase much of at all and surely

ant fasteer than the rate required to keep up with inflation or enrgliment

Carowth The pedore tinancal distress s a sernous and long-term
Captocfitoest:
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5 The only avallable source of added income is private—that 1s.
predounnnantly . the students and their parents Theretore. tuitions shouid
he raised

The second argument relates to equity'and efficiency 1n the allocation ot
existing public support ot postsecondary education !

1 Allocation of pubhc subsidies 1s inequitable in that a disproportionate
share goes to middle- and upper-income students.

2 Existing public subsidies are inefficient to the extent they go to middte-
and upper-income  students who would attend ¢oliege anyway, -
theretore such subsidies should be targeted to those students whose e
egucatbional decisions they will aftect

What s more thrs shitting ot educationat costs ¢ botn practical and
reasonahie because

4 As incomes have increased. students and thairsfamilies have become
better able to pay higher tuitions

1 .The benefits of postsecondary education accrue largely to the individual T
rather than to society - or at ieast alarger share accruestothe individual
than would be reflected by the current low-tuition financing patterns,
theretore as a matter ot equity. a larger share of the costs - or atieasta
lirger share of the increase in costs should he homne by the
beneticiaries. the students (and their families)
/ . -
The third algument s that. collaterally increasing tuiions wounid wmprove -
the postsecondary educational system

! i the tihion gap between the public and the private sector is reduced.
provateinstitutions - -many of them now under great financiaistrain - wili
be abne 1o reginn their heaith and vitaity. thus, the dwersity of our
educationial system will be preserved

S sapport tor postsecondiry education s ancreasingly channeled
throagh students. who then carry assistance funds with them,
mstituahions will be forced to compete in the market for students Thus
they will become more responsive to the educational needs of the
studentis and ot socicty

This summary represents i think o fair staternent of the case put fortn by
those who propose that tuions should be raised to cover a larger share ot
eucanonal oninstructional costs The next stepisto reexamine each ofth,
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thiee drguments startimg waith the diagnos:s of financial distress in h'cgher

edug ahon
.
Financial Distress

in gealing with the question of financial distress, we should recognize at the
outset the gppalhing tact that we do not at present have solid. agreed-upon
measures of tmancial conditions either withun indwidual institutions or
withiin the system of higher education generally - Reports of current fund
surphises of deficits are complete measures of the financiat strength or
weakness ol nonprofit equcational institutions because current funds are
only one of severdl funds that make up the accounting system of such
Nstituhons  Institutions yeneradly estabhsh other funds to account tor
endowments  plant, loans and annuities. and ide income. Moreover,
increases in total fund batances are not accurate mndicators of the funds
dvastable because seme portion would have to be reinvested to assure

R Hic e o support increasingcosts ot high-guality education tor

I oroor even stable numbers of students

s Present Situation ’

But tpancial distress s no less real because we fack precise measutes of if
The consequences of the distress ate everywhere apparent In many
mslances  the deselopment- of new ecducational programs has been
cdrtarled  moratond have beer anposed un the funng of new facully
members ondeed i some cases  inancia! exigencies  have forced
wholesale distissals of teaching and adnumistrative staff). salanes have
bieets fozen al levais that represent an erosion of purchasing power n the
tice of Sperabing inflation, routine maintenance has been deferred. and
pes-tves have not heen set aside tor tuture replacement of plant and
“iapment B short we have seen enough of the stects to know that a
tinancal cranch easts, and it would be obdurate to argue that, because on
bulance the entire system ot higher education does nat show a deticit,
mtrasectoral distress does not nise to a level of national concern

Fhe Notional Commission report providas new information to show that
pubhc s wetl as private msbitutions have fell the impact of the hinancial
Crises atieed a0 Ssome cdases they have been even harder it

Thi, we can cancor that inancial gistross among institutions of igher
tdueation has been senous andwidespread The question we must now ask
v Wt about the futuee? Are: the financial prospects for higher (_-d}xcahon
as dismal as they have been depicted? Recent analyses do not provide a
soted bases for torecasting these prospects,. When wae take another 100k we
gy ot tad the oatinok sa bleak

Aduvancesd wotk to deve-tor neasares of finanaial cond:bon and the impact ot
tlataors 1y under way e sepnitabte Stadees by Haos Jenny G Richaed Wynn John
Mittett Ko nt Halsto g donn Minter and James Murdock

e
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Shorteorngs of Hecent Analyses of Financial hstress

One shortoonung of rocent andlyses s abavlure to recognize thateducation,

as other andustnal sectors. expencvnces Huctualions over time It Ras
thac tudted i the past (s brkely todo somnthe future Thus perod of distress
1 N0 UMGUe. exeept in seventy

Activity i the education sector 1s charactenzed by fluctuation in
corolliments aggregate credithours, expenditures, revenues, market values
Af enrinwments endowment income . current fund batances. and soon. We
wouhlt have a better understanaing of tr}(: financing of postsecondary
‘2dutanon it we pand more attention not ghty to trends but atso to'cyctes n
~ducatonal activity  cycles analogous to. and perhaps even associated
voth busanes Cycles in the general economy Not only do the recently

wiblehed shidies Cover relatively short periods of tme. but aiso they make
\v.u treathy no attempt to relate the trends and cycles in the educational
Aectog to tends and Cye lesain the general economy  Typicaily, the analyses
veat with the peniodd trom around 1967 or 1968 to the very early 1970s. a
penod whach cotrespond-. roaghily with the shde from a peak to a troughin
the Last qenerat econdmic cycle By extrapdating frends inthe current fund

speeratingg deficits trom g cycle peak to a trough rather than through
e aie Dt points on the cycle we could easily doom ourselves or. at least,
we ot pradtoce an unreabshically pes amistic torecast of the finaneiat
authorok

Anather shartconung af recent hinancial analyses 1s that they overlc < the
otfetam the pOLCY process of mefags 1lags in getting hard data on where
we dfe [ot mote precisely on where we have beeny, lags tn assimilating the
e drgn oot these aata lags i deciding what to domn response and lags in
takarrey b tion

These Ligaanantormation response. and policy actionin igher education
ety ceid up to s much an 3 3 o more vears Thus itis concewvable that
et bt tinang e pohCy recommenddations could be entirely out of phase
Aol Thive o Dadrreganng o gdsfaess
. §
Eaol reaqdty troee thad finhuons must be raisoed becauss the students and thor
tanndie . e the only rengamineg source of increased revenues? The
possitubt, ot g pohey lag phenomenon an generating tatien | recom-
mendatons trom trend dittia on jevenuee sources 18 suthoently real and
unportant to reqguoire that we update and then contrnuoustly monitor these
reencts Do aate that pohicy achions dare appropnately timed
.

Por e the e ome preospects for colleges and umversihies we should
tit Faak ot the okt recent data on e ach of the major sources of reverae
mterpreterg n Binht ofats histoncal ime pattern, then attempt to develop
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sOme understauu‘uig of the forces shaping that ttme pattern. and finally
make at least a rudsmentary projection of the future level of support from
thes source U

Time Patterns of Sources of Revenue .,
Charts and tables to iustrate and document these time patterns are
arranged 1n segquence in the appendix.

An examination of data on the sources of revenue for higher education
reveals that the aggregate incc me stream (Charts 1-3) 1s actually made up of
sousces (Charts 4-18) that exhibit three different kinds of time patterns.
which are basically the same as those one finds 1n analyses of business
cycles in the general economy, smooth. stable. long-term trends, cyclical
swings. and unpredictable. destabilizing shifts

We an descnbeeach major sourge of financial support, groupedaccordmg
O s~me pattern as folfows

1 tong-term trends Twtion has increased in a stable and virtually
unbroken upswing over the years (Chart 4) Gross tuition --that s tuition
hefure student financial assistance has beer netted out --has grown
steadily as a share of total instituttonal revenues 1in both the pubhic and
the private soctors

State and local aperopriations have atso swung upward in a sfrong. and
generally smoacth . trend with only gccasional shght dips over the entire
pened since the late 1940s (Chart®) Hwejudge by the number of dollars
appropnated i relation to program  objectives-- a more relevant
operational cniterion of adequate funding thanis the percentage of state
budget atlocations - then we must conclude that support at the state
level has not fallen oft In fact states in the aggregate have expanded
support tor higher educaion recently atincreasing rates. In a number of
casts. tndividaal institutions have been allocated insuthcient support
because they must now share appropriations with a larger number of
mstitutions (particularly with new 2-year colleges and with private
inshtutions receiving pubhc support). total enroliments have grown
(thoweagh at a slower rate than in the previous decade): and the dollar has
heen eraded by itlatios Though real support per student may have
dechned i somenstances. this decrease is at least in part attributabtle to
a fanure on the part of the (instituticns and of state budget agenctes 1o
foreses plan 4nd baddget tor sharply nising costs rather than to active
withdrawal of suppurt by a pubhc grown hostile to higher education
Farther new requirements for greater accountahility for both the public
Jnd provate sthuols shoold be regarded as general and healthy require-
ments rather than as punitive measores agamnst higher education

e vt
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2 Cychcal swings A sigruficant amount of support for highet egucation
has traditionally come from sources which are directly atfected by
general econormuc activity; consequently, such' support tends to be
cychcal i nature (Charts 6-12) individual gifts-~by both alumm ang
nonalumm  and corporate gifts are closely related to corporate profits
and to the market vatues of secunities Thus. the leveling-off of such
support i the late 1960s may be explained as easily by the sideways
movement in corporate profits over the period 1966 to 1971, by changes
i the tax laws. and by other economic conditions exogenous to higher
aducation, as by busmnessmen’s disapproval of student activism. an
nterpretation offered by some observers.

A sharp cychcal upswing of corporate profits in 1972 and 1973
corresponds with marked increases in those years of voluntary support
for mgher education
Kl
S Unpredictante shifts The sources that have proved leastpredictable and
most responsihle tor year-to-year vanations in support for higher
education are the foundations and the federal government.

Although foundation support has doubled in the last 10years from about
$200 mithion te over $400 mithon, the support has beenuneven from year
to year. as a matter of fact, the foundations contributed less to higher
education 1 1970-7 1 than they had 6 years earlier, 1n 1964-65. Some of
the dechne 1s altnbutable to the toundations’ expanding their social
concerns to new areas, primartdy to programs for the inner city. In the
following academic year., 1971-72, however. there was a sharp
resurgence of foundation support to colleges and unsversities.
amaounting to an $85 muhion increase over the preceding year {(Chart 8)

Federal support for tigher education roserapidly inthe early 1960s, only
to tever oftin the second half of the decade. and even to dechinein 1970
(Charts 13-18) Tms marked relative withdrawal of federal support
corresponds 1o the critical pertiod around 1967-68. when colleges and
sinverssbies were moving from biack ink 1o red ink But agamn. federal

Specitic ity the changes in the tax laws inctuded (1) the impossthon ot a 10 percent
sorcharge oncorporate and indwidual income taxes 1n mid 1968 through 1969anda b
pereent syrcharge n 1970 thatincreased the etfective tax rate, thus reducing the net
cost atter taxes of voluntary contnbutions and (2) revision of the rules for valuing
witts an-kand o the purpose of making deductions from marke! value to cost The
Mpact of s chanqQe n vatuahion may have heen to reduce the reported dollar value
ofaetts i kind annually by as much as $10 nulhon thats, by as much as one-thwdto
une-halt  while the actual How nf'qms may have been unchanged See Councitfor
inancaal Ad o Eaducatsn 1970 Gorpoeaton -Seppott of Higher Education (New
Yaork CFAE Qctober 1871 p 20



HHTION ANAL YSIS OF RECOMMENDATIONS 43

support for the collegiate sector of postsecondary editcation has begun
to increase this year over last, after 5 years of extremely hitle net gamn.

With respect to each ot the major outside sources of support for higher
education, the most recent data show that

State suppart s increasing.

Corporate profits. which affect individual and corporate giving. are up.™

Foundation support has started to increase sharply once agamn.
exceeding ecarhier peaks and

Federal supportisincreasing at a faster rate than experienced in the last
halt decade

o summi. y. the prospects for increased revenues for igher education
appear bnghter now than the earlier published reports have indicated. It
indy not be a tiune for despair. retrenchment, and shifting more of the cost of
etucation to the students. but for hope and planning. to make future
reabities out of present possibiibies

N

Narrow Parspoctive on the Causes of Financial Distress

St another shortcomng of recent analyses 1s that their perspectives on the
causes of hnancial distress 1n higher education have beentoo narrow. They
have looked for the causes of distress primarnily within the higher education
dom.ain itself and not beyond 1t

Two majar causes used by the analysts to heip explain the financial ¢crisis
Fre (1) dechning rates of enroliment growth, and (2) rapid increases in the
coust of tugher education, increases which exceed the general rate of
inflation and which are attributed to low productivity. Let us look more
closely at each of these factors -

-

Vs

Dechnes mothe rate of enroliment growth. The proponegits of increased
tution argue that, hecause of enroilment booms in the 1980s. colleges and
universities expanded therr staffs and facilities and then were left with large
fixed outiays of funds that they could not continue to mdet in the face of
stackening enroliment growth (Charts 19-21) We haw to admit that
educaturs have tried to have it both ways We used to c!e;x\ that booming
enroliment causes a hinancial crunch. and now we claim '!{tat slackening
v otinent causes @ financial crunch

But nether sunple assertion about the direct reiationship between
crrothment trends and financal strains 1s altogether satisfactory Many
aishitubions hegati to feal the: crunch several years before enroliment growth
beqan ta dechne moreover duning the same years. many institutions
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.

expenencing continued sirarp nises 1n enroliment also suffered from
sirattened hnancal crrcumstances 1t courd even be that tinancial distress s
4 cause. rather than gan effect, of enrcliment dechine if fewer students enroll
heCiaase ot resultant tintion ancreases At any sate 1ts clear thatwe need a
much better understanding of the impact ot enroliment on unancing.

Costs and proguctnety in hugher education. Part of the explanation oftered
tor the tinancal distress of mqher education relates to costs and
productivity The advocates of hsgher tuition observe that the annual
ncrease tn per-student costs exceeds the general ratg ot inflation. The
sharpes acceleration s attnbuted largely -to the absence of. major
rnprovements in productivity within higher education, tn turn a function of
the labor-intensive character of egucation that makes productivity
mncreases moare difficuit to achieve thrn inndustry where mechanizationis
oS ihie:

The anialysis proceeds on the basis of the folowing syllogism. implhicitin the
AtQuiment

e Bocause of the taber intensity ot higher educateon there has been very
Bttle increase in prodoctivity.

& cclucatorns sikanes are quing up

e theretare the cast of education must go up

Thus s tolluwed by the assertion that, white costs have gone up. the sacial
benefite of education have noet. and therefore. more of the cost of'higher
education should be shifted to the private beneficianies Students ang their
fannies constitute the only other major source of the funds avatlabteto pay
for taaqing productivity (1 e . cost increases per student in excess ofthase
generated by mflationy ang for quahty improvement where :mprovement
means ncreased costs

Since the recommendations to mcrease tuions are based in part on this
perceptinon of stagnant produchivily "1 igher education. 1tis time to take
Another 100k At the underlying concept of productivity. The conventionat
wisdon afcthes subiect bas remamned unexamined for too fong

Fwouttt arque that 1hs not a matter of our having measured productivity in
haher education and tound it not to have increased. more accurately
Bavee nevers measured productivity i higher education

Prodguctwity 15 simply a measure of output fer unit of input The |
tradibionally used to measure the output of mgher education 1s the cre

Comemitten tut Econonna Development AManagetment arndd Financ ng of Cotleges. p
it
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haowr - A broader view of education nught require that we treat the credit hout
as a measure of input rather than of cutput Butif we persistinusingitasa
measure of cutput, thenwe shnultd at least recogmize that a credit hout o by
detinition a fixed measure A “credit hour s to the educahion industry”
approximately what a “vehucle ' s to the transportation industry. It we
measured the autput of the transportation industry over time by counting
bicycles.. automobides, propeller awrplanes, and jet arrplanes all as
vehicles,” and if we accepted the vehicle count as a measure of outputand
fepected what we know aboutincredses ¢n passenger miles traveled, thenwe
might well be distressed over "stagnarkroductw:ty“ in the transportation
industry Yet the 180 credit hours that 1NQok astudentinthe 1920stoearna
degree in engineening 1o help design the assembly fine for mass producing
the Model T 1s theSame 180 credit hours that 1t takes a student in the 1970s
to earn a degree to help design the space vehicle that thes us to the moon.

Jhe “stagnant productivity” argument s & ragged. and incomplete
’c\\x planation tor the costincreases in highereducaticn, increases which are,
n

owever. sharper than the rate of inflation 1n the rest of the economy. A

ore complete explanation would at least allude to a number of other
developments that have affected institutional expenditures. e.g.. (a)
expansion of the coverage of mmmmum wage legislation to include
employees of (nonprofitt educational institutions, (b} increases inthe levels
of these murumum wages. (¢) extension of collective bargaining into hhgher
education tor both academic and nonacademic employees. and (d)
implementation of the array of federally mandated programs including

. atfumative action and occupational heaith and safety.

Approximately three-quarters of the operating budgets ot colieges and
universities are expended for the wages angd satanes of academic
employees who teach and do research and of nonacademic employees who
wotk in offices, cafetenas. and hospitals When | started graduate study :n
the mid-1960s the nonacademic worKers at the eminent university where' |
matniculated were parxd $ 85 an hour at a time when the average wage of
manufacturing employees was $1 80 inthatstate and $2 60 inthe nationas a
whole Many of the university’s nonacademic employees were hired anly for
the 9-month academec year and faced forced summer tayotfs. Thus, therr
jobs ook on aspects of seasonalemployment the effort from which yietded
an annual income below the poverty mimimum The extension of minimum

. wage legisiation to these employees helped 1o redress partally these

imbalances tn income Since then, in addition, collective bargaming has
bequn to spread (although at uneven rates) among educators. whose
annual iIncome may in the past have been consnderably lower than that ot
ther counterparts in industry with egquivalent education, experience and
responsibility
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The rapid increases i mgher educational costs should be seen, atleastin
pdrt. as the result of morg equitable income and soc:al pohcies and not
vxclusivelyds the consequence é{ low productivity indeed, were weto hold
to the himuted view 0! productivity i education, we would have a&trange
paradox to explain Increases in labor and cap:ta’' do not, by themselves
acecount for the bounding fong-term rate of economic growth in this
country. there s a vast residual growth, usually explatneu b&'tmprovemems
in technology and by education. THus, we have a situation where
productivity 1s said to have increased véary hittle. but, at the same time:
vducation s used to explain a substantal amount of the increase in
productivity 1in the national economy as a whole—either directly. or
indirectly through improvements in technology.

e e 2 Fmpanc gl Frrospects .

v

What. then are the iinancial prospects for higher education? in the last
several years, a tragile stabiity in the financial conditions of institutions of
higher education has been athieved not by increasing revenues but by
holding down costs - T
>

In the next several years. however financial conditions are tikely to-be
determmed by an opposite set of forces The prospects for increasing
revenues are much brighter now than they have been in the recent past.On
the other hand. management cost cutting by institutions may be
approaching a point of negative returns at the same ime that inflatonary
pressures are becoming overwhelming In short, the near-term financial
prospects depend on either the nation's controthing nflation or the
mstitution’s adapting to it But inflation cannot be used to argue that
students should bear 3 more than proportional share of cost increases

Conclusions about the Analysis of Finarnicral Distress

With respect to that part of the casg for higher tuitions that 1s based on an
analysis o tinaneal distress and its causes. | would argue that

1 The lung-term prospetts for increased revenues are brighter than they
have been depicted Conseguently we may not, in fact, be faced with a
situation where the only aiternative 1s to pass an increasing share of the
costs on to students and their famihes by raising tuntions

Eart F Chet The New Depresston in Higher Education (New York McGraw-Hill,
197% The New Denression in Higher Education—Two Years Laler (New York
M Graw-Hil 1973)  Colleges Make Progress 1n Curbing Cost Rise.” New Yurk
Imes January 16 1974
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2 The causes of shatp costincrrases in higher education are located not
st within the educationil sectortsedf but also in the general economy

in searching tor explanations for the tinancial distress in hgher education.
what fhe analysts tound dependged on where they 10oked They looked
within the educational domain both for the causes ot and the solutions to
the tinanciat distress
I we broadened our perspectives we mughit ind underlying causes of the
distress i k

e -War which torced cruel chowces among domestc prionties.

® (Nl intiation

————— —— e s

" Cychcal downturn in corpotate profits resuiting from general business

O
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conditton:,
e Foederal reassossment of the role of research,

e Social commitment to eqgnal access to postsecondary educational
opporturmty  a commiiment that was not accompanted by sufficient
pubhc funds to achieve the goal. with the resuit that educatonat
mstitutinns have heen trying to make up part of the dehcit with

* educationat }unds.

e income pohcwes. including mimmum wage legisiation and collective

bargaiming.

e Andnow even the energy crnisis, which, by adding unexpectedly to costs,
threatens to topple arduously regamed budget balances

At the very most. these causes of distress can be used to argue that students
and thewr tarmihes mught be asked 10 bear a proportional share of the cost
ngreases They cannot T heheve, be faurly used (o ask them to bear a more-
than-proporthional share of the cost ingreases

Equity and Efficiency

The second maor argument advanced for inf reasing tuwhon concerns
equity and ettiency n the allocation of .ubhkc support tor higher
caucaton  The advocates of increased tuition contend that. even though
Auvernmeant spending has heen greatest for low-income students. much of
the publie support for higher education accrues to middle- and high-
neome students consequently the distnbution of subsidies 1s inequitable

R, Y
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I addition they say such subsidies arearetticient because these students
wrtild q}} to college anyway. the subsidies do not attect thewr decisions
Yorvge of gqovernment dud contimges to De distabgted as s fow, we cannot
ke substantidl progress M dachweving greater equdlily ot educational
oprortunity :

Phey proposes to correct ttus taulty distibuation by incraeasing the
proportion of girect tederat grants and foans 1o students according to therr
Abanty to pay and at the same e by rasing tantions at pabhe mstitutions
o steategy ey cham waould morte ettectively mrq(:!’qnvwmm‘mt ut to
tiose who need 1t most and thus imprave ogualty ot educational
crportunty I addion abarge part o this direc! student ad would go to
Ceorivnpens e athiversaties g the form ot migher tustions thus, tmstitotion gl
rev e ot b r tegsedd

O
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These arquments are both plausible and appeahn$§ to our egalifanian
gomnutments But agan we should ook closely at the data and the vatuce
adament s andertving these proposiions

e, EPTRR I EY) fperptrene frf“v{-‘ffnuv‘

13
ot s assocated o with bighoredacation two are cicdtly contrat
STt educahional goa? o creating the capacity to deliver educationdl

Ceevawes andg e ) e socigh goare of assuning equa’ opportundy to benefit

from those educational setviCes These tw qoals are separate and distinet
bt same agvocates of higher tintion confound them Thus, the supporn!
mitended to croate pducational capacity and the supportintendedto acsure
calut ational opportumity are tumped together . and the distabution of the
cambated support s evaluated against the single objective of assunng
cqudt oppattutily

T pacquet spaestiote o ool whicother all aed s etfedcively Largeted to acheve
W ol ol ot equal educatbonat oppaortunity What we need 1o ask s
VWEAL o Thee puapeer comnotment of jesoatces - and By which level ot
poaetinnent antenddod 1o create cducatondl services. and what s the
proapece comantment of  addibionat reqources  intended o assyre
woportumbies 1o boeneht from those sorvic.es?

Pho:s, f thoee who argue that ave shoald rase tutions and redirec? the
vidded pry ate resagrces so generdted  concewe of the pohcy dliteendtivesin
teertn, of ot mounits ot resaources whiach are channeled enther to sthuddents
s ttationg Stoddents anddanstdounions ate viewed as adversarnesain g
O SRR T TS NTA TS
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Therse vl g basic distinetion between the educational goal of creating
cincational services and the socraf goal ot achieving equal oppottunity in
tta country The socud gual s broader extending far beyond education
the resources needed to actiieve it shoukd came from general fevenue
st ey dndd not be diverted trom educational goais ot generated by means
of 1 Lix on education

t

Hodistobution of iIncome

Some analysts exphcitly propose raising tustion for the purpose of
recistaibuting income  The additional revenues generated through the
bughee hntu‘na pdid by unassisted students are to be channeted into aid for
tefy shudents D thes redistnbution takes place withun individual
nntitufions  then at involves only those famihies who happen to send a
student tao those colieges. not the population as a whole

Toastarthng extent this redistnbution ss now laking piace by means of the
Huition ncieases that have already occurred There exists atl present a large
Student et subsidy gap. that s, the amounts of student assistance awarded
hy mshitutions far exceed the amounts of income channeled through them
specifically for this purpose (Chart 22) Since the inception of the major
pProcggains ot assistance for 1ow-income students 0 the md 1960s. the
student aid subsidy gap has amounted to a staggenng $2 billion In 1971-72,
the most recent acadenuc year for which we have data. the subsidy
armounted to more than a halt bithon do#ars at alt institutions ang maore than
J Quarrtes of o ithon dollars 10 private institutions aione Because of thew
high tiahons priviate colleges and universities provide a relatively large
arnount ot daect assistance to cach low-income student who enrolis Th_us.
the aggreqate student aid subsidy gap 1s wgher at private institutions than
a! pubhc msthituhions

it thes sunount of the assistance that private institutions provide from thes
cducational funds s divided by the total encoltment at private institutions,
we fintd that in 1971-72 the subhsidy gap was -on the average. across the
nation  about S125 for each and every student enrolled This means that af
anequate funds had been provided from public sources to support students
who necded addihiondg! assistance tuttion could have been reduced $125
that et for every student enrolled 4t a private institution . whether assisted
ot unassisted  Over the 4 years conventionally required to earn a
bat cataureate makng up the subsidy qap would result in a $500 tax on
svery student who now attends a private institution

Thereas asumitiar but smaller tax imposed on the students who now attend
pubhc mmstitutions The proposed strateqy of raising tunmtions at pubhc
misthitutions and redicoching the added revenues into student aid. would, in

RIC
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etfoct introduce a sungat redistrtbutive system mtd'ﬁhe“pubhc nstitutions
Eunanentl teform hes in the direction ot removing the special tax from the
ontents enroilod in povate institutions, rather than imposing it on the
Stuetents earofed in pubic msttations The resources needed to acheeve
eyt educational opportunity ought to be provided from general revenues
aned not trom an educational tax on the students

fngesegestreerationgt Transfers '

Theres Eheheve acentral flaw inthe analysts of those who have concluded
that  boecause ot a current maildistnbution of ad, tutions should be
moteased and support reatiocated among sncome grodps in order 10
actueve greater distnbutionatequity The Hlaw was first noted by Dr Joseph
Pectiman who pomnts out that the costs and benefits of any plan for
tnLancing fugher education cannot be assessed at a single pointin hime
Do aust the costys and henefits occur over fime

Consequently in devising plans for financing higher education, we need o
detormune not only who should pay but also when they should pay. The
fuion 1ssueas then transtormed 1< no fonger a questhion of how much the
sturtents should pay and how much they should be subsiized. the question
becomes whether they pay now or later.

Becauste mvestments in education are among the largest an mdividual
makes n-a hfetime. and because the benefits of the education accrue over
ihat htetime most people generally agree that the payments for education
should be spread over time This can be done either through the mechamsm
of tugh twtion coupled with income-contingent loans or through the '
merchamsm ot low tushion coupled with income-cantingent taxes

In both cases. the education 1s tinanced by m!ergeneratrbna& transfers of
respurces The transfers can be made by means of private mechamisms,
wherepy institutions charge high tuhions that are paid out of the
accumulated sawings of the paiental generation and/or out of loans to
students that will be repaid from futi.re earnings Or, the transfers can be
made by means of pubhc mechanisras, whereby institutions charge low
tutions and the difference between tution and the full cost of education ts
financed with the tax payments 0f the parental generatton Thenthecosts of
the law-tintion benefits are subsequently repaid out of taxes on the future
earnings of the student generation

Joseph A Pechman  The Distnibutinnal Etfects of Public Higher Education in
Cahtorraa  gournal of Human Resources 5. (1970). 361-370
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Theantergenerition i natero of tie transter of resources s essenfatly the
st wnetner the transtfer mecharmsm s private ot public Using enber
Mien Bassin fheece e franster costs Gooen e impoertocionsan the capaital
market tar mvestinentin edgucation however interest costs on private foans
to hnance educabon are eaceodingly igh notwithstanding government
Qudiatileos died g new secondary marketing association tor studont loans
Theseanterest surc hrges o private educational toans resutt i substantal
Bedkapge out ot the povdte intergenerabional transter system for financing
Taghier oo aiion Wmay siniply be easer and 10sS Costly 10 make theanter -
epiratondl trogectors on the pabhc rather than the private sector

P ity as e cens to education has breadened the intergenerationdad
annters e hansms for Tinanang it have shefted from the private to the
5..r-m wector st tor elementary . education and subsequently tor
seeonlary cducateon There s no snherent reason why the financing of
poabbc postsecondary education should differ in essential ways from the
Boanomg ot sbecaentany o secondary education Advocates of increased
titinns obpect boaever that 4 pobhic tax transfer system to support tow-
Latian public e cducatons meguitable because some peoph who do
ot benet trom the cducational oppartunities are taxed Such concerns did
Cotplay adet o rounative rolean the politbical decsans to provide 1ax support

alihe o oo by ! Sesondary education Sgrne have pressed the
TrEotne Do eyt wdemyentary gnd secondary education s compulsory
Shetens peetset ettty educationes voluntary Butthis distinctinn goes not
oo e tuation of the efntdgtess, tarmly who must pay taxes tosupport an
s gy et At syelten trom wingch they derve nosmemecdiate, direct
et Nt b ai pad P rent woss Muade that the henetits of the nin
Trarteatnateeeent ge s e atinoal system to snciety as 3 whol> outweigh the
et Gt e Gt b tarn of tinancimg imposes on chitkitiess
et e ot s b eannes who tiose U end thear chatdren to provate schonts

UEREEPRTETIET RN POTS a0 oot gt Nowesyer SUH et o outweigh
A et et gher et ot Sappattid by enera b tax sevenues it
. I et it g st prlang ecmibinstyangy Comneept:

IR L S A ST L AR IR B ST B RN
¢ Yo . ML ERUINY) L T I LR AR L YR O YENT 1) O ot we ey
IR A SR A R | AT SO FYSN CRI TRE STRED B BT TN SR SN L RNV VP RRPE PRWRIL JUTE YRV ST TRVY |
R T L N S I AR SPTRTRIT - I WIS P TRV TR Y I ) Wi ke untions as
Tt e g e Yo Doy Q0 CeSS LONSienng nat only thie
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5 EXPLORING THE CASE FORLOW TUITION

the trade s “horontal odaty and “vertical eguty T Horzontal equily
medans treating peopte i simuar crrcumstances i the same way Vertical
oty Means treating people i differont circamstances differeontly

P thunk we may add to these standards a concept of longrudinal equity.

et et to COtvey the sdea that peopie should be treated farly over ime
Tty concept shouid not be used as a conservative argument aganst any
vhange in the tustoncal way of doing things, or agamst reform designed to
mtroduce greater cunrdnt vertical Br honzontal equity. Faur treatment of
peopie over himeas, however. o televant consideration in weighing the net
benehits resulting trom proposed changes

The concept of longrtudinal equity would apply to the tuition debate in the
totlowing vty As t meationed earbier. the financing of education s spread
outl over bme with resoutces bemg drawn etther from the previous
generation or from the tuture generation Historically, our system of tow-
tuhon pubhic mgher education has been financed by the parental genera-
tton for ecach succeeding student genecat';on, Over time. increasingly
wedlthy parental generations have prowd\@dgmore and more resources to
the student generations. and access has broadened to the point where we
are approaching umiversal access for able students from upper-and middle-
mceome famihies
. *
Meve pert at the time i hastory wheq we are making senigus attempts to
broaden access to low-income students. we change the rutes of the game.
We propaose to shift a larger share of egucationat costs from thefpé‘rentaf
renciabion to the student generation the students must bear these costs
cither now or ater trom tuture income ’
L i

Many of us obtammed our nndergraduate degrees for no or tow tuthion and a
fow J0ILES i semoester in student fees Butnow  whenaitis our turn to help
pay tor the edacation of the upcoming generation- - we renege and shift
rore of the burden to tne students it would be “tair” to devise a financing
System hased oither on low-tintion, parental-generation iaxatior. or on
tuah tinhon student-genoration borreaing  Theinequity anises atthe point
e hrne when we swaitch systems i this case shifting burdens forward trom
the ;arental to the student generation 1t would seatn that the current
dudentl Qeaoerahion partdaaiany tne luwer-income students. could be
pasthitiabiy outraqesd

At gt e Wavs 10 sactneve Lhstnibutional £ quinty
Tt concern for distnbutionadl eqguity 0 comparing plans for hinancing
prostaes atndary cducation rekates to farness in sharing the burden of costs

el thee catues ot henetits among people in difterent income groups Equity
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depends on who gets the netsubstdies (that s the benetits minus the costs)
 comparnson with who we think cught to get them

The net educational subsidies recewed by various mncome groups at a
particutar pointin time)s a tunchion of the following determinants. for each
of which sets of public policies may be devised

Determinants of Net Subsidies } . Policy Domain

Educational coslts Educational policies
Resource utiization pohicies

-«
Student charges Tuwition policies
Student assistarny A3 poiicies
Enroliment pattermnms by studc ots Admissions policies
by mcome Access policies
by type Of instituhion Retenthion pohicies
fncome distrthution Income policies

Tax rates Ta« policies

Proposals {o raise tishion. e-an when combmed with proposéts o increase
student aud focus on a mited subset of the possible policy alternatives
designed to broaden access while improving distributional equity. The
pathicular policy domain on which tuwition analysts tocus in proposing
change s more a tunction of therr values and of therr assessments of the
pohtical feasimiity o the vanious altermatives than of the underlywng
emprincal analysis !

Coearre fos, iy

Taorecapstatat e rhncussiwon of oguaity ant ethe wenCy asstis related tothe
Pondo ooy sy

1 Those who confendd that the present distributidn of pubhic support for
higher education s aneguitabte ang nethicient because too large a
proporion ot the subsidy goes to middie- income ang upper-icome
students rather than to low-income students tail to make 1 clear
distinchion between the aduacatonal goat of providing educational
servicens aned the sooalgoat ot assunngequal oppartunity to henefittrom
thage wervaces the detnibation of oot and henehits shoabd not bee
soybipaale-d Staoly aopaarast thes Lattee (jo At

,\)
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b4 EXPLORING THE CASE FORLOW TUITION

2 Rarising twiions and channehng the added revenues into student aid
introduces a system of ncome redistnibution that operates within the
educational system and not across the populaton as a whole. Rasing
finhions 15 an inethcient and inequitable way to achieve more equal
income distribution

3 Fwmancing education throygh public mechamsms for intergenerational
trandter of resources may. on balance. be considerably more tair and
eftictent than financing through private mechanisms

4 We need to pay more attentionto equity as it applies over time1if we shift
relatively from tax-based to loan-basegd fimancing

The recommendations of the proponents of ncreased tution for
achieving equal opportunity do not flow directly and inéxorably from -
thewr empinical analyses But then neither do those of the low-tuition:
advocates Both positions are, rather. a function of the values of those

whao tarmualated the recommendations

W

improvement of the Educational System

The tturd argument for increased tutions maintains that the educational

system would he improvad (1) if the competitive position of the private .-
nshluftons was strengthened by reducing the tuiion gap between the

pubhic and private sectors. and (2} 1f the whole system were made more
responsive through pricing mechanisms whete the students as consumers, .
express their preference with tuhion payments in more competitive T
educattonal markets Let's look at the hine of reasoming

et 1003 the Tationy Gap

The tinancat phght of prvate imstitutions s & matter of very real concern
Hut proposdars o help prvateanstituhons h\} ncreasing tuthons at pubhc
nshituthions  thus reducmg  the tusion gap. tocus oo narrowly on
crmpettion for o, odment asithe poimary source of thewr distress .

In assessing the probable effectiveness of the higher tuttion recommeNn:
dations in helping the private schools we might want to consider ‘:..vera?\
addhitional facts that relate to difterences between the public and the pnvafe
oducatonal sectors and that would lead. | think . to the conclusion that the
e s far mare complex than simple competition {or enrofiment

Fout graduate student enraliments are proporhonately half agam hgharin
procte o petshe amversiies Abhouat 30 prercent of all students enrolied
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in private universities are graduate students, as compared with about 20

percent in public unversities. Consequently, recent cutbacks in federal

support of research and training at the graduate level may well have had a

mrore due effect on private institutions than on pubhc institutions generally

Raising tnbions at pubhc mstitutions as a response to this problem may be
_as tikely to spread distress as to spread enrotiment

A second consideration 1s that turtion levels are. in general, directly related
to mstitutionat size The larger the school. the lower the tuition. These
cifterentials may be cost-justified Prwvate astitutions tend to be smaller
than public irstitutions, and in many cases theirsmaliness s dehberatle. the
tuitdiment of tradiionally held beliets about the educationatl and social
values of a small college

it smatt size s a worthwhie educationat objective from the point of view of
society, then that objective may best be supported directly by awarding
assistance to small instituttons or to the students attending smail
institutions rather than indirectly by raising tuitions at the larger, public
mstitutions

With respect to competition tor enroliment, market shares depend on how
one defines the markel. private unwersities have held thew share of
umniversity enroliment. and private 4-year institutions have held ther share
of d-year enroilment. a it more successfully than either has held its share ot
total enroliment What has bappened s thatthe private institutions have not
participated in the rapid growth of the 2-year college educational market

Educational "markets  are segmented by ditferent types of institutions and
hoked. but they also have a geographic dehmitation--they are not national
markets Except for a few prestige tnstitutions with the power to draw
students from all uver the country, most educational markets are regionat.
state orf even local

A natianal paticy proposal to increase tuittions at pubbic instrutions i order
to reduce disadvantage in price competion fac:ng private instittions does
not takeinto caretul consideration the federal nature of igher education in
this country We have v fact. 50 different state suuations. Prvate
enrotiments range aft the way from 60 percent of ail enrollments in
Massachuselts . to zero 1n Wyomng and less than § percent in four other
- states. Further, private enroliments are highly concentrated geograptucally
" Two states New York and Massachusetts presently account for one-
tourth of all private enroliments. these two states and four others -
Pennsylvaria Cahitorma bhinnais. and Oha -accouat for one-half of an
pvate enroliments  From g national standpoint. it does not seem
reeasonable to raise tushons in pubhic institutions in Wyoming to help private
msttutions i Massuchusetts From a state standpoint, it does not soeem




O

ERIC

Aruitoxt provided by Eic:

AN uillAlff

o6 EXPLORING THE CASE FOR LOW TUITION

a .

reaspnable (o raise tihons for. say. the 85 percent of the students enrolled
i pubhc nstitubons 1o help private institutions that enroll 15 percent We
aught to be able 1o devise more caretully honed policy instruments

ENproving Hesponsive 108s

Judgments about how responsive tnstitutions are to thetr constituencies
often differ botween the increased-tuition and the [ow-tuition proponents.
Th.increased-twmtion proponents more frequently charactédrize institutions
as refatively unresponsive They seek to enhance responsiveness Dy pricing
education closer to tull cost and relying to a greater extent on market
mechanisms to permit students to express preferences

The apphcabihity of the market mode! to higher education 1s a subject that
requires another complete paper Let me simply observe here that the
students in whose interests this plan s supposedly advanced. and who have
the keenest interest in the quahty of thewr education, are among the most
vociferous opponents of raising tuitions. They may ke knowledgeably
sheptical about assurances of increased student aid, or they may teel that
they can develop better ways to express their educational preferences than
through prnicing |

Idealized Reform Progosals

Thoere s a tendency among the advocates of higher tintion to compare an
deabized version of therr retorm proposals agamstamore realistic appraisal
of the existing syStett w.th its admitted shortcomings

We must work ardently to tioprove the educational system. but the one we
have 18 basically workable. and along some dimensions 1t 15 even™
extravrd:nanty successful Real losses would be inflicted if tuitions were
raise-d and that decision s proved to be wrong Therefore, we should
proceed cautiousiy

)

?
Hecat fornnstance. that student based assistance programs were proposed
Ja dlternatives to institutionally based programs on the grounds that they
simplity the awards of md and make them more equitable | think we are
surprsed now to discover how short a2 ime 1t took to bureaucratize BOGs.
how the admumstrative reguiations are accumulating into thick volumes.
how the certanty of the awards 1S becoming the inflexibihty of the awards.
how the simphceity of the award calculation s becoming the tnequity of the
wiebhattable prasumption that the expected family contribution will in fact

N
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be available to the student We are surprised now about how dafficuit it 1s to
answer guestions of tairness in the treatment of assets and I1n the defimition
And freattaent of dependent or mdopendont stugents - questions which
mdy even end up n the courts in constitutional cases testing equal
protection arguments And finally we may be surpnsed at how a program
devised 1n part to help the private institutions -- which awards a httle more
~ ‘butnot really enough aid —~may actually be hurting them as well as hurting
2-year public institutions while helplnqd year publhic institutons. We may
be surprised by the possible adverse impact on tuition levels at public
msmuhons in states where they mustraise tuttion levels as the only wayto
cappure % deral assistance funds awarded or: & formula based in part on
cducational cost And wo may even be surﬁnsed to discovera possible shift
‘atheiocus of pustsecondary ed ucationaldecisions toward the federalfrom
the state loevels of government .

if that system of support had been the one we started with some years back,
I could well imagine a current reform movement the centraltenet of which
would be that iow tuition. together with an income policy to aid low-income
students. is a ‘simplér and ‘more equitable” system for financing
postsecondary education .

Such a tow-tuition financing plan might even be advanged as Yyiuch more
attractive to the voters We are only now beginning to understagd some of
tho pobtical dimensions of the tuition debate. +or the pgrposes of
developing student financial assistance programs, middle-income famihes
are categorzed as famities who do not need financial aid to \end thesr
children tc ollege They are excluded from programs of direct ¥inancial

assistance to low-income families. yet they provide the 1axes to support the

assistance programs Strong opposition is growing to expenditures for
those programs whichthey supportthrough theirtaxes but from which their
children are excluded Support for low tuitions may be a more pohtically
viahle alternative

fncame-Contingent L oans

Sinilarly. | think we have been presented <2 far with an idealized version of
mcome-contingent loans to students to finance po. ‘secondary education.
But theres are. it appears. two basic real-world problems with them.

o The banks who are the lenders. don't itke them

e The students. who are the borrowers. don't Like them

Remarks 0t James (3 OHdra Chairman Special Subcommittee on Education. un
the Houne 7oy Oolopsr 2 1973
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Now rem‘émber that the income-contingent loan is usually offered as part of
a program to permit hlgher turtion costs !o be borne by the student. who
conseqguently carries substa: mnlly Imqer amounts of debt To reduce the
burden of annual repaymet of prmupal gnd interest. theterm oftheloanis
converted rom short-tenm to long -term Then. to mutualize and reduce the
>k of the long-term repayment. the repayment 1s made income
contingent

But the banks. which currently supply by far the largest proportion of
educathonal credit. are themselves short-term borrowers and short-term
lenders As Robert Hartman has so msnghﬁul!y pointed out. cxtending the
term of the loanis not just a matter of simple detail. it probably is amatter of
finding new longer-term sources of educational credit

As to students. what evidence we havendicates that students vastly preter
shott-term to lung-term credit, even 1if the short-term loans carry a higher
interest 2t Students may not be altogether inditferent to the fact that
repayment of 4 loan ot. say. $10.000 at 8 percent over a 30-year period
involves a total repayment of around $26.000—$10.000 principal and
$16.000 interest And who knows f the discount rates economists use to
compare the present values of the original toan and the subsequent total
repayment reflect students’™ real time preterences between current
consumphion and future consumption

This 1s not to argue that new ideas cannot be made to wcrk It s rather to
arque that improving the capital market for investment ineducation s more
comphcated in the real world than the recent analyses would lead us to
believe The studentioan marketis not.infact. now able tqmeetmuch ofthe
pressing need tor resources tor postsecondary education

’ .

The analysis of income-contingent lending has taken place so farwithinthe
educ.ation sector We might want to look at its dynamic nlmeract|0ns with

Robert W Hartman Graduate Stugent Support 7 1n Federal Pohicy Alternatives
toward Graauate Education (Washington Natignal Board ot Graduate Education,
Marcn 1974)

-

It might he instructive 310 observ. farinstance. that going from short-term loans to
1ong-term inans a smail portion of which are just hecoming available to tow-income
home-buyers took more than 30 years -from the 1934 creation of the federally
insured mortgage (FHA) to the 1938 creation and the 1950s expansion of the
secondary mortgage marke! (FNMA), to the 1968 creation of the special agency
IGNMA) to mee! addihonal néads for subsidy? for low-income borrowers And in
horrowing to finafice homes it 1s easier to deveiop a loan system because you have
physical colateral for the toan which you do not have in borrowing to finance
educihion
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other sectors What happens, for instance, when a young man with a PhD
and a $10.000 educational debt marries a young woman with a PhD and a
$10.000 educational debt? What kind of reception w:ll they get from the
mortgdge credit analyst when they go out to buy a house and put down on
the loan application that they already have an overhang of $20.000 debt?
Ynecmpact onhome buymg is not'hkely tobeirrelevant ormconsequenhal

— e - .

’

It we really shift to debt- hnanced postsecondary education, we must pay
more attention to guestions about how requarements to borrow-—which may
fall disproportionately on students from middje-income families—would
affect the relative distnbution of income and assets of those students, 1’
comparison with the current situation of subsiuiced low-income students or
parentally financed upper-income students

In making that comparison. we (night want to take a look at the tax structure
to ascertain whether investment in. people would be treated fairly in
relationship to investment 1n capital goods. We, might find, for instance.

tai and a higher income tax treatment of all returns from investmentn

'toug;r, capital gans treatment of some returns from investment in phys:cal

education And we might find that the expenses of creating the asset are

* deducted from the income from physical capital but not from that of

educational capstal. or that the value of physical capital is recoverable in
depreciation allowances. but that the value of educational capital is not.

Summary
In summary. | would arque that.
The case for ncreasing tuition rests on

® analyses of the causes of and the solutions to financial distress in
peetsecondary education which are too narrow in perspective,

& .dealized rather than realistic versions of the changes that implementing
the:r proposals would bring about. and

* incomplete analyses of4he issues with respect to equity In the tuition
debate

Consider. for a moment. the bizarre implications for social justice when the
educational system 1s used as a system for redistnbuting i\ncome. and
college admissions officers. together with financial aid officers, function as
arbiters among families as to who 1s taxed and who is subsidized. The
probiem s that we aiready have a systemthat works thatway Butdecisions
about the proper distributtnn of income belong in the pubhic domain and not
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within the education system Reform lies not in the direction of increasing
these etfects by increasing tuitions and redistributing the added revenueas
student assistance but rather in reducing these eftects ’

The case tor less-than-full-cost tuition rests on recognition of the social
benefits of postsecondary education. and tinally

The case for low tuitron rests on

~
e preterence for public rather than private mechanisms for spreading the

costs of education over time. 2

skephicism about the basic superionty of increased use of loan-financing
over tax-financing for postsecondary education,

conv-ttion that the educational system should not be used as thevehicle
for income redistnibution. and

7
behet that greater and r,hore equal educational opportunity can be
secured through iow tuitions rather than through high tuitions offset with
« Student assistance 1o low-mcorqe students

The recommendations to increase tuitions at pubhic institutions, concewed
and carried out with amentahty of retrenchmént, may be untimely Theyare
certainly selt-imiting and self-tuitihing

Increas:d-tuthion proponents have detined the tuition 1ssue In terms of
reallocating a relatively tixed share of national resources The tuition 1ssue
should be redefined n order to consider in broad terms the plage of
postsecondary education among national priorities '

N
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TABLE 1

Current Funds Revenues and Expenditures ot
* Ingtitutions of Higher Education

{Aggregate U.S.)
1 Doliars in Thousands)

Year Revenues Expenditures
194,-38 $ 2.037.770 $ 1894464
1949-50 2.380.079 2.259.941 L’
1951-5,2 2.579.364 2.486.229
1953-54 2.966.264 2.902.466
1955-56 3628773 3.524 734
195758 4675513 4.543.562
1959-60 5812.759 5627 962
196 1-62 7.466.461 7.190.077
1963-64 9.591.330 - 9.224 933
1965-66 12.796.207 12.569.943
196b 67 14 632.857 14.301,905
1967-68 16.910.420 16.565.909
1968-69 18.974.320 18.578.772
196970 21.638.590 21.161.677
1970-71 24021374 23515225
197172 26.400 915 25.718.535
19773 28 654,972 28.094 315

e —

Ceaarres  LEn Qthee of Edutation Higher Education Finances. Selected Trend
et Sty DatgrWashington U S Government Printing Otfice. 1968).p 3.U S
IRALRTSURELE 8 IPY .n.'.rf[ Friancial Statistics ol institutions of Higher Education Currertt
foands HovenaeRQud Expenditures 1965-66. pp 7.12 and tollowing years 1966-67 p
10000 6R e 11 19RH.69 p 15 1969-70 p 12 and National Center tor Educational
Stgleaticn poeclinuny, A3ty 1974 '
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TABLE 2
Current Funds Revenues of Institutions ot Higher E'duca!ion
By Coniraol oi Institution

(Aggregdie US, =~~~ T ooTmom o o

t Dottars i Thousandsj

Year Public Institutions Privaie Institutions

All Institutions
1961-67 S 4147426 $3.319.035 $ 7.466.461
196464 5 368.679 4222 651 9.591.330
1965-66 7 397672 5.398 534 12.796.207
1966-67 8 622 426 6.010.431 " 14632857
1967-68 10.412.055 6.498.365 16.910.420
1968 -6 11 851 538 7.122.782 ¢ 18.974,320
1969. 70 13 B70 962 7767628 21.638.590
1970/ 15 644 733 8.376.641 24.021.374
1an o 17211026 “ 4189889 26.400,915
‘1‘»,. Wl 15 994 8.35 9 861 137 28 854 972

Current Funds E xpenditures of institutions of Higher Education
By Control of Institution

rAgqgregate U1 S )
(DoHArs 1n Thousands )

Year Public Institutions  Private Institutions All Institutions
RRLISS R S 34967 Han $3 22251 S 7190077
1663 1,4 5 113 490 4110 494 9 224 988
1965 oy 114 Us 5 455240 12.569.943
1466H & K361 35/ 5 940 448 14 301905
T8, vy 0 102 844 6 463 065 16 565 909
el ary IR R RE R 7 065 941 18 w8772
1969 ) 14 349 667 S R1Z2010 21161677
1y, T LETER I DA Thlby ] 402 748 23 515225
L A Th hiiB O ¢ 4 110.461 25718 535
ML 14 429 479 9 ‘64 Y36 28.094 315

cn s O U e gt Mgt | Quc alion Fonanens Selected Trerd

orT sy Dty gt o S Giesernment Praating Office. 1968y pp 3 38

Bt Bt g g Shateste s ol Institytians of Higher Fducdabom

b bare e, gl et S Tree THEYS B p T K i ’Hllnwmg Yt

THo T 0 N T e YU TR R e TR 1HRY D s 12 anct Nathonal Cente g tor

| T T R A L TER A IRTINY RS IPLOPRNE YRR {
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CHART 4

Student Tuition and Fees at

~~~tistitutions ot Higher Education

By Control of Institution

‘ Al
. / institutions Com =
./-‘
7 Prnivate
~~ Institutions
& ! 7 ..
, Pubhic )
/ / /’ Institutions
/" 4 s -
’ / /
/ y /
/, / /,
/
/
’ K
// —
=t
S TERF T 2T
T A4 r . T .- - IR - - -~
hid . 1] . r ES 4 L I3 - .

Fiscal Year

U Ottice of Education. Higher Education Finances Selected Trend

arret Surunary Datg tWashington U S Government Prmting Office. 1968). pp 3.8-9.
38 10 DHEW's Financiat Sratshes of Institutions of Higher Education Current
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TABLE 3

Percemage of Tuition and Fees in Educational and
' ‘Generat Currént Funds Revénues

fAggregate U S.)
tDollats in Thousands)

Tuition and Fees

Educational and General

Year Current Funds Revenues Amount Percent
1947 -48 $ 1546814 S 305637 198
1949 .50 1.846. 825 395.855 214
1951 52 2.035 401 448,395 220
1953-5.4 2.356 506 554.179 235
1955-5h6 2881759 725.926 252
1957 -58 3.762 532 939.111 250
1959-60 4712548 1161753 247
1961-+2 6072219 1.505.329 248
1963-64 . 830.033 1.899.455 24 3
1965-66 10 340.164 2.679.605 259
1967 -68 13919754 3.393.602 24 4
1968-69 14.417 303 3.829.824 266
1969-/0 16.593 582 4.438.486 267
197071 18 517 216 5042978 272

19,17,

Sources

20 344 258

H624.172

276

US Othie ot Educatiun Higher € ducation Finances Selected Tirend

gnd Summary Data iWashington U S Gueetnment Printing Otfice 1968y p 3 U S
Qthce ot kducation Fmancial Stattics of Institutions of Higher Education Current
funds Hevenues and b xpenditures. 1965-66 p 10 196768 p 11 National Center tor

Educational Statstics prefeninary daia provided by Mr Gentge Lind (245-7961)
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CHART 7

__Voiuntary Support of Higher Education
By Control ot institution
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CHART 8
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Voluntary Support of Higher Education
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. r 4
CHART 12
Endowment income of Higher Education Institutions .
By Control of Institution
1
v 4
Wi, 4
8o 4
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' baddi 3 Al i
__ a0+ Institutions S
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P Institutions -
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« [ o~ PHh“C
, Institutions
/
/
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'I
’
s 578 CAN I S 2 ”
2 ¥ 7l Tz oio.olc
. Fiscal Year
.
)
Sources  Amerncan Councit or Education. Policy Analysis Service basedon U S
Othee of Educatiun. Higher Education Finances Selected Trend and Summary Dala
. ‘Wazhington U S Government Prunting Oftice 1968). pp. 3-6. 37-41. US Office of —
ducation. Finnancial Statistics of Institutions ot Higher Education Cutrent Furids .
Hevenees and Expenditures. 1965-66 (Washington U S Guvernment Printing Oftice
1969 p 10and annuahissues Natmnal Centerfor Educat:ondl Statistics preliminary
adata proviged by Mr George Lind (245-7961, :
Q
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TABLE 7
Endowment income of Higher Education Institutions
By Controt of Institution
- -Aqggreydate (45
Daottars in Thotsdanes
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By Control of Institution

Nonscence Activities



- 1
— e 1 , e
T 88T EaPLORING Db CASE FOR LOW TUITION B ’ T
CHART 17
Federal Obligations tor Higher Education
By Control of Institution
Research and Developmert
— -. -
L
- i
A
1 N PR X O AT
e b &
1 M
PR N
’/ ., v e
- .-/

|

|

!

|

13
i
L e e e e e e
' ' N i ‘. i, N
. ! vy + Ve ety '
: ] [LIEM TR PR

Q. .

AL wme . - - -

[o—



TUITION ANALYSIS OF RECOMMENDATIONS 85

L

CHART 18

— Federal Obligations for Higher Education
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.

TABLE 9

Federal Obligations tor Higher Education
By Control »f Institution h

- 1Dollars 1n Miunons )

FY 1971 FY 1972

Amount Percent!  Amount Percent

Al Institutions _—
Fotal $3.4802 1000 S$4.1306 1000

‘Atagemic Science 23359 1000 ~ 25890 T 1000
Research and Development 15441 1000 1.8530 1000
Researcts and Doyelopment

Piant 299 100.0 369 1000
Other Science Activities 7618 1000 7091 1000
Nonscence Activiiies 11343 1000 15316 1000

Public Institutions

Total 21056 60 5 2487 4 60 2
Academic Science 1.4155 606 15180 584
Researeh ang Development 886 4 57 4 10336 558
Research and Development .

Prant 205 68.6 196 53 1
Other Science Activitios 508 3 66 8 464.8 655
Nanscience Activities 690 1 603 969 3 633

Private Institutions

Total 1.374 6 395 16432 398
Acadenmi Science 920 4 394 10810 416 °
Research and Development 657 7 426 8194 44 2
Research and Development

Plant 94 314 173 46 9

Qther Sewence Activities 253 2 332 244 3 345

Nonscience Actraties 454 2 397 5623 367

Sources  Natwnal Scence Foundation, Federal Support to Universities. Colleges.
anef sedected Nonprotit Institutions Fiscal Year 1971 (Washington U S Governiment
Puntiig (Mice 19724 ppo 46 67-68. and preliminary data

N-stee Feguryl abhigations are not availlable by controt of institution pricr to
Fy 140 :
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CHART 21

Enroliment in Higher Education
By Type and Control of Institution
All Students
{Head Count)

YT S .
. T - All Institutions
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{' " ( . lntroduction\Some Initﬁal cénslderattons B

P Here, baldly stated, 1s the issue to which this paper is addresiaed Is there

present patterns of financing Amenican- hsgher gducatibn? *
£
Most notably, the Carnegie Commnssmn on Htgher Education’ and the
Commuttee for Economtc Devglopment(CED) havé ssped reporisurginga
significant raise in tumon i’ pubhic institutions of p‘ostsecondary edu-
cation, for the prmmpal ‘purpose of freeing federal and state rdsources
normally appropnated for institutional aid. These resourtes would be
redirected to grants and Yoans for fow-ingome students. Both reports
exphcitly assume that governmental appropriations to institutions are, n
tact.¢subsidies 10 ndwiduals. Because many of these individuat$ could
. afford 10 (and wounlid) pay a considera larger portion of the costs of
" higher education, govemmemat approp rations are. therefore, merely
) transfer payments, “wasted” pubnc fesources. Furthermore ‘the reports
S e assert. this change in financing pohicy woutd result gn a more eqmtabte

distnbution by income level of the total costs of higher education.
* ésmply stated, the oomtervaclmg argument, verbalized by Congressman
O tifra, s that middie-ingomie families aréalready bearing their fair shase of
. . the costs of postsecondary education; to assess them more in the form of
higher tuitions, would be grossly inequitable if governmen‘al grants were
densed and only mgh ungest loans oﬂered as aid.

1 4

Camoqne Commussaon on H:gner Educaton. Higher Educa&on Who Pays? Who

Benehts who, Shcmlo' Pay 2 (New York! McGegw-Hhill. 1973y
)

. *Cofimittee for Economic Development. The Managemen! and’ Financing «of
N . - Coileges {New York CED. 1973) \ . !

. . .
- - L] I . .
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To the present, the justification ofrered in support of this opposing vtew\tas

bten largely rhetorical. Aithough there have been efforts to assemble smailt

pteces of the relevant data regarding who pays for higher education, there

have heen few wholistic efforts. This paper sets out to assess how costs

would be redistributed under the Carnegie and CED proposals. Itexamines -

. the issue of equity from a broader perspective: What would be the likely
impact o¥these proposals upon the various income.groups?

. The Ca}r;eg:e and CED Plans - /r
: ] “

The dpcuments that brought the equity issue to the forefront were the
reports of the Camegie Commission on Higher Education and the
Commuttee for Economic Development (CED). Both reports purport to
show that new financing patterns for higher education are mandated .
becausq of the existing iflequity to lower-income groups. Correcting these
alleged inequsties s the primary orientation of both reports.
r } : .
The Cdrnegte Report recOmmends the raising of public college and
university tuition to one-third of institutional costs, * from the pregent level,
which they estimate to be 17 percent.’ (Actually, an examination of the /
- Carnegie calculations shows that institutional income, not costs, was the
calculationrbase 8nd that tuition was considered as net of any direct student
subsidies used for tuition purposes. Thackrey estimates that using gross
. tuhion hgures, as the Commission apparently intended, and. basing
’ calculations on the cost of instruction, the correct percentage would be wetl
« nexcess of the 33 percent figure advocated by theé Commissinn.)> This
incr@age in tuition would be offset for lower-income students through
- increasing Basic Educationatl Opportunity Grants (BEQGs) toa level where /
BEOG students wou!ld.recewve up to 75 percent of the cpsts for lower-
division enrotiment Further, the states would be induced to d’e‘ve!op a
paratlel program. ‘Middle-income students, on the ther hand. would be, .

<J

- : “
. = . Lo
Car_negné Commussion. p 10 Hartman estimates that the med:an student would pay
an addiional tuition of §565 10 1970-71. Seg Robert W Hartman, "Future Financing of
oy qu’f-Seco_ndafy Education,” (Commentary presented at the annual conference of

the American Council en Egucation, October 1973).p.-3 ~

» . ' ‘.\
‘Carnegie Comnussion. p 16 . ) " '
- hd ' -
' p Russeil | Thackrey. "Comments on the Carnegie Commission Report: Higher
Education Who Benefits ? Who Pays? Who Should Pa'?" {Psgsented at the annual

confdrence of the National Association of State Unwersities and Land-Grant

“~ Cofleges. Novémber 1973).p 6
&
. ‘Carnegie Commussion, p 111
. “*ind . p 112 .. %
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provided with the o‘pponumty tor income continge ncy toans, the terms and
condition of repayment being dependent upor: jater earnings * Presumabiy,
these loans would be at the market rate of interest, but this interest wouid
not be waived during the student years, as present federal policy aliows;
nstead the interest would be deferred and amortized over the life of the
ioan * Although thére are many other provisions of the Camegie report,
these appear to be the major ones bearing upon equty.

The Commuittee for Economic Development report varies from the Camegie ~
only in degree Actually, the CED report would be the l&ss exireme, if the
Carnege calculations and not the written recommendations were fol(pwed .
Under the CED gcoposa! tuition would be raised to 50 percent of
instructianal costs, within 5 years™ rather than the 10 specified by
Carnegie * Tuiion at public 2 year institutions would reach this level within

10 y¥ars under the CED plan, whereas the Carnegie Commission would
difterentiate tuition by level of enroliment, keeping tuition low for the firs? 2

years Again, highertuitions would mean extensive §rant and ioan subsidies

to low-income students. Aithough the GED's loan proposal is not explicitly

stated it would follow the mcome-connngent plan of the Camegie -
Commission

The CED offers a grant schedule, the Carnegie Commission does not. The

CED staies that "students whose family incomes were betow $8,000
(actually $8.600) would have grants exceeding the average tuition increases

for alltypes of public institutions " ‘ In other words, to show again under the

CED ptam a student’s family would have to eam this amount or less.
Otherwise, even though the student might receive a.grant, the amount '
would be less than required to offset the rise in tuttion. The Camegie 7
Commssion, on the other hand, appafenﬂy would leave the determination

of the grant schedule to the U.S. Office of Education as specified by the

Eawcation Amendments of 1872 .
~—t . ! -

‘it p 119 ' . *
g p 120 .
Committee tor Economic Development.p. 69
Carneqie Commosglon, p 11
“ibd . pp 67-168 )

Committee tor Economic Development, p” 84

‘Carneqié Commussion, p 6
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.

Average Grant Amounts R’éceived by Students
trom Various Family Income Levels under the CED Plan

o *

* Family Income ‘ Average Annual Grant Amount
¢ S 4000 ** $1.350 '
. 6.000 1,000
. 8.000 675
’ 10.000. . LI 338
. ' 12000 , 0

= . ‘

Y

Source Commﬂee torEconomic Develop\'nem The Managemesntand Fcnancmg
of Colieges |New York CED, 19733, p. 84,

tncome Class

Under $3.000
*$3.000-$5.999
$6.000-S7.499
$7.500-$8.999
Over $9.000

TOTAL

™ TABLE 2

i~

. Distribution of Basic Grants and
' Rducational Opportunity Grants, 1970-71

Basic Grapt?
Students Aiged Average Grant
132.000 $929
38_4.000 973
353.000 920
i 358.000 820
781.000 395
2.008.000

Source -Robert W Hartman, Higher Educafton' Subsidies: An Analysis of
Sefected Programs in Current Legislation (Washingtor. The Brookings Institution,

1972). Tabte 4,

38ased on 1971 CSS tables "no induced enrofiment.

- m
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. A number of estimates hive been made of.the distribution and amount of
; gtants awarded under the authpnzations ot the Education Amendments
: // and of related plans. All these estimates are quite similar because they rely
 upon the Cgttege Seholarship Service's method{ for estimating student
» . 'meeds Thus, Hartman's analysis of the Senate version of the higher
" education legislation predicted an average subsidy of from $39510 3973 for”
- the categories cons‘gdered. Hansen and Weisbrod take these estimates a
step furth®er in presenting their “Wisconsin Pian" for full-cost tuition. Again
using the CSS techniques, and assumihg approximately the same break>
even pomnt (§8,500) as ghat computed gy the CED. Hansen and Weisbrod
show the average monetary loss of ‘gain by family income level. The
- redistribution gtfects would be an average gain of $600 for students at the
lowest income level and an average loss of $950 for those eamnipg $12,500.
and over Incomparnsontothe present, studentsinthelatter cateSow'wouId,
be an the average $1.550 relatively worse off thanstudents in the former
category .

TABLE 3 ° -

Redistribution Effects of Migber Education
. Opportunity Program  °

(Basqﬁ on gross family income before taxes)

Bt

Percentage Distribution  Average Effect by.

~.

Family income Level of Student-Familles _ Family income Level
Under $5.000 T +600
 §5.000-87.498 - 19 +400
$7.500-59.399 _ 20 - 50
$10.000-512.499 Rk . , -500°

« | $12500 and over ‘ . 32 -950

Source —~W Lee Hansen and Burton & Weisbrod. "A New Approach to Higher
Educatioh Finarice.” n M. D Orwig (Ed ), Financing Higher Education. Alternatves
tor the Federal Goverament (lowa City, lowa. The American College Testing

. Program. 1971). Table 1. p '128
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Although the Basic Educational Opportunity Grant Program is by no means
as yet fully funded, certain patterns have begun to develop. Among".
dependent apphcants whogse family incomes were in all categories less than

. $9,000, three-fourths or more received grants in 1973. For applicantsinthe *
$9:000 to $12.000 income range. approximately 55 percent qualified for
grants; aboyethe $12, OOOmcome range, tess than 14percent qualified."*For
ai recop:ems the average awarc was $260; the maximum, $452."

.

ST Who Goes to College and Why? -

The primary evidence generally cited to show that higher education is not
~ equally. accessible to all income groups: is the tabulation of college
" . attengance by imcome level. This evidence shows quite clearly that lower
rcome persons attend college tn much smatlier proportions than members
of middle and especially upper income-families. Table 4 shows that among
famiies with members of college age in 1971, 59 percent of those with
mncomes of §15.000 or more had a member attending cotlege full time as -
compared with 14 percent of those with incomes under $3,000.

] TABLE 4
Families with Members 18 to 24 Years, Full-Time College
Attendance and Family !ncol})e {October 1971)
(In thousands clvman noninstitutional population)

Total Familles With Members in
with Members _ College Full Time

Family.Income® 18 to 24 \'eramh " 'Number Percent
Total 9.644- 3,688 " 383

P Under $3.000 731 - 102 140 |,

§3.000-84999 1 335 ' - 202 216
$5.000-37 499 1310 379 389
$7.500-59.999 1.448 - * 485 335
$10.000-814.999 2382 1.004 921
$15.000 and over 2.129 1,255 589
“ Not reported . 709 261 368

P arer teia s mem s emiae - wle e em e e

Source - Current Populaﬁon Reports Specnal Studles Characteristics of
Amencan Youth 1972 (Washington U S. Department ot Commerce, Burcau of the
Census. 1973). Serntaes P-23. Table 17. p. 26

The College Entrance Examination Board, Unpubhished document (Washington,
D C . October 1973). Table 2

-

‘g . p 4

L)
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Tabte 5, however. shows that only at the extreme ends of the income
distesbution 1s the percentage of tamulies with students in college drastically
at.odds with the percentage of such famulies in the population. In the
middie-income groups both percentages are about the same. About as
many students attend college as w0u£d be expected purely on the basis of
their numbers i the population. .

TABLE 5 .

. . .

income Distribution: Familles and Unrelated Individuais
with Principal Earner™Mged 45 to 54 in 1965;

and Families with Children Entering Cotlege, Fall 1966

« Al Families All Coltege Families
income | (%) (%) -
Less than $4.000 185 o 66
$47000-35.999 ; 146 - 129
$6.000-57.999 - 179 173
$8.000-59.999 C - 158 16.9
$10.000-514 999 240 252
$15.000-$24 999 98 14.0
$25.000 and over 2.7 71

&
- Total 1001 100.0

PO IR S S

Source -- Current Population Reports. Series P-60. No§51‘

Nevertheless, these data generally lead to the conciusion that low-income
persons do not attend college primanly because they cannotaffordto. This
quantum teap in logical thinking confuses relationships or correlations with
causes. That an inequity exists soméwhere in the social order seems
mnescapable from these data. but the data do not demonstrate that the
causal factor 1s an ineguity 1in financing higher education.

The question of who goes to college and why has been explored carefully
and reported n the Iiterature of higher education for at least 2 decades. The
one gnmcstakable conclusion from this research is that there IS no simple.
single explanation why some individuals go to coliege and others do not.
Such vanabies as geographic proximity to a college, family income. sex.
geographic ongin. peer values. abilty,”” and perhaps. most important. “the

Irving Krauss. ‘Educational Aspirations of Working-Cilass Youth,” ASR 29 (1964),
867-79 Robert E Hernott.  Some Social Determinants of Educational Aspirations,”

anvard Educational Review 33 (Spring 1963). 157-77, Alexander W Astin, "Who
Goes Where to Coliege?” i Who Goes Where to College? (Chicago: Science
Research Associates. 1965). pp 27-53
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cultural-and educational traditions, ambitions, and hopes of the family™'"
enter into this determination; but no factor i§ so powerful as to indicate
simphstic pohcy solutions lcf the problem of encouraging collegiate
attendance. _ Py

-
-

”~
L]

The Unsatisfactory Nature of the Benelit-Cost Framework for Determmning
Equity’ - !

Prior to determining whether there is equity in who pays and who benefits

by income fevel, it 1s necessary to review whether there is equity between,
society and the individual,the two entities used in the cost-benetit modetas
A | apphed tb higher education. This analysis reasons that if society jargely
.+ benefits from huigher education, society should pay the major portion of the
\ biit, if the indviduat fargely benefits, the individual should pay. Accordingto

this approach to equity assessment, the case for low or higher tuition can be

. Wade only when the major beneticiary is determined. (The analysis often
%{s to consider that alt resources originate ultimately with the individual.)

-

Thert are volummous disCussions and tabled calculations of the portion
- each sector. sociely and the individual, pays of the total cost of higher
education. Detaited analyses exis* showing the breakdown of all publc
*  (governmental} contributions'* and of student costs. - Aithough there are
some differences in the upper timits of the range of estimates, it is
_ commonly accepted that the individual and his or hér family assume at least

. two-thirds of the total costs of higher education, including forgone in-

come. ' Tharemaining one-third is paid by society.
~

“+
>

-

\

S, L
.G £ Hill. “Cotlege Proneness. A Guidance Problem.” Parsonnetl Gurdance Journal,
33 (19%4). 70-73

« See torexample. Comnuttee for E\:.pnomtc Development. pp 75-80 )
. . .
*-See, for é:llample. Howard R Bowen and Paul Servelle, Who Benalitg from Higher
Educanon -~And Who Should Pay? (Washington. D C The American Association for
Higher Education. 1972). pp 31-32

L3

Carnegie Commlssion. p 3. Howard R Bowen. The Finance of Higher Education
{Berkeley Carnegie Commission on Higher Education. 1968), Howard R. Bowen.
“Finance and the Aims of American Higher Education.” in M.D. Qrwig. EN., Financing
Higher Education. Alternatives for the Federal Government (lowa City, lowa: The
American College Testing Program, 1971). Committee for Economic Development .

" p.26 Note The CED puts thefigure at 57 percent excluswve of forgone income, which,
it included. would rase this figure to at least a two-thirds level. Forgone income 1s
aimost uniformiy included by the economic communityas a eo_s} of highereducation.

- N “

.
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‘Bat this proportion has no meamng without the other hait of the equatmn .
- Who benefits? Unrortuna?ety at this point the discussion.is faced toward
mere speculations, Estimates of the individual benefits of higher education
are quite good, being rather uniforply calculated at between 9 and 11

- percent  Based upon these higures alone, it has been asserted often that
the indsdual should pay more of the higher education cost because the
-grproxunate 9 to 11 percent represents a handsome rate of return on me
educationat mvestment And so it would 'seem.
But what 1s society's return on s investment?- ' Herein lies the key to the
equity 1ssue and the point at which the analys:s breaks down. If society's
rate of return s less than 9 to.11 percent, perhaps the two-thirds/one-third
dssmbuhon of costs ts equitable. But if society's return s equattoor gyeater
than the indiidual's return, society should pay more than it now does.
Onfortunateiy there are no well-accepled estcmates of the social returns,
prmarily because many soctal benefits seem unsuitable to qpannf:cahon.

Very few doubt the existence of social benefits of higher education, but the
actual worth of these benefits 1s seldom estimated. Because they cannotbe
measured easily, a few economists queastion their very existence, while
other persans place tperr value at almost 100 percent of ail benefits accrued
te g.. most European nations make this implicit assumption by selecting
only the chte ‘or college-and then paying the total monetary costs of -
attendance pius $er diem expenses). For what it is worth, Gary Becker
estimates the sociai rate of return from higher educatmn at between 8 and
20 percent. )

. The Carnegie Commussion beheves that public financial support of higher
' cducation’s hikely to decline inthelong run, as indomes rise, as gducational
deprivation ceases. and as deficits in highly trained manpower disappear.-~
No doubt this s the expected outcome. However, as the need for
professional manpower dechines. so should the finangial return to the |
college-educated individuial. With this would go the maijor justification for.~
mgh tutions} The present status of the PhD may be agood illustration of the
Carnegie predicion With the current PhD surplus. the rate of retyrn to the

-

L Bowen and Servelle. Who Benefits From Higher Education— And Who Shoufd Pay?,
p 23 .
® ' K
1hid Bowen provides an excetient summary discussion on the individual versus
societal beneins of higher education. . v .
\
(,,ary S Becker. “Under-invesfment in Cotiege Education.” Amencab Economic ;

Hewew tMay 1960). pp 346-54 \

c"
. Camigse gommusseon. p 13
o
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mdividual has shrunk to 4 percent. {The eventual effects on enroliments
should be considerable ) ’

Now to the second part of the who pays and who benefits quastion. The
Carnegie Commission has developed the most thotough and directly
relevant documentation of who pays for higher education by income level.
Tabte 6 shows the percentage of total monetary_outTays for coflege by
income quartile. As would be expected the results are linear. It should be

. ' ~ TABLE 6
- Estimated Percentage of Total Mon’ehry Outlays for
. College Education Met by Students and Parents -

Parental income Quartite® 1970-71 Contribution
* Highest 520
Second 40 ‘.
Thrd _ 32 !
Lowest 24
Average 37

g +

Source -Estimated by the Carnegie Commission staff. Carnegie Cor%mission,
Table 1% p 40 - * -
‘@8according to ACE national norms, based on freshman survey questionnaires. the
parental income levels dviding these quartiles were approximately $8.500, $12.000,
and $18.000. For all students whose parents would average about 3 years older
than the parents of freshmen only. these ameunts should probably be increased by

. about 10 percen?

nated. however. that*'monetary outlays” are not commonly accepted and
commonly used as the indicator of higher education costs. Monetary
outlays represent only a fraction of the totai costs of higher education (322
bithon as opposed to $39 bilion in 1970) -~ ¢

The Commuss:on‘ also has examined the tax burden, finding locai taxes
almost! invaniably.regressive, state taxes nearly proportional to income, and

- €

‘Altan M. Cartter. "The Future Financing of Postsecondary Education.” (Paper
: « presented 1o the annual conterence of The Amencan Council on Education, October,
v 1373}, p 13 .

'\ . Carnieqie Commssion. Higher Education. Who Pays? Who Benelits ? Who Should
L Pay?
"\\ ot . p 43 )
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mihon in 1972:73 (Cartter, p 12)
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tederal taes modesately progressive.*§he effective tax rates by mcome”
group are gRown in Table 7. ThHese tax rates are pragressive buj only -
modestly so-up to the $15,000 and r inCome group .

LRY N L . .

h Y
* e TABLE 7 * !

.

.
- . . A
- - . . L4 .

Effective Tax Rates by Income-Groubp: Federat lpccme Tak and_
Other Taxes Deductible for Federal Income Tax Purposes, 1970

- ' ° — . - - - . ) - .-? | (- ! ————
‘ Federal Other - - Cmnbined T
. _ Income Tax Deductible Taxes Efigctive Rate

Income Group ¢ (%) s (%) e (%)
Under $3.000 a3 107 . 145
$3.000-54 999 8.4 8.2 159
$5.000-$7 490 ’ 95 73 16.1 3
$7.500-$9.999 109 . 71 w72
§10,040-$14.999 120 70 8

-

Over $15.000 18.8 70 ‘ 24.5

.

L ime e fam e aian e m me e mtte e e e s

Source —Computedtmmu lnternaiRevenueSemce Statistics of incame, 1970,
indwidual income Tax Returns. Taken from Carnegle Commission, Table 12.p. 44

When the tax burden upon the vanous income groups ts'pomparea to the
benefits received. those i the $7.500 to $10.000 family income bracket

contritfute tess in taxes than they recewve in benefits. At the $10,000 to
§15.000 tevel. the ledger 1s about balanced; beyond $15.000, taxes naid are
qreater than, the benefcts recewed.’

R_egardtess\of,:ms determmnation. d:spanhes in benefits by income classes
are reduced 3s grant and scholarship programs are expanded' an'd as the
enroliments of minorty group-studé@nts, many of whom are poor, rises

i .p 1
#see also W Lee Hansen and Burton A Weisbrod. Benefrt, Costs. and Finance. of
Public Higher Education (Chicago Markham, 1969}, Joseph Pechman, "“The
Jstributional Eftects of Public Higher Education in Cahformia,” Journal of Human
Resources 5 (1970) and B W Windam. Educatron, Equalty, and Income
Redistribution (Lexington Mass Heath Lexington, 1970).

The Federal BEOG appropnation apparently will be raised to approximately $500
mulhidn for 1973-75 SOGs wiilamount to $2 10 milhon and direct loans will totalaimost
$300 mution State grant and scholarship progPams totaled approximately $280



116 EXPLORING THE CASE FOR LOW TUITION
( . \ .'.
TABLE oS
* ¢
lncome Distribution'of Families of cmtege Eligible Poputatlon.

Estimated Tax Burdens, and
Benems trom Tax-Funded institutional Subsidies, 1971

L4

¢

*

, Families of College- institutional
Familgfincome Age Population Tax Burden Subsidies
Gro " (1) (2) (3)
Under $3.000 . B4 - 219% . 48%
$3.000-54 999 137 56 87
$5.000-87.499 = - 20.2 104 13.3

~ §7.580-59.999 185 . 140 17.7

" $10.000-§14.999 228 265 275

Over $15.000 , 16.4 L I 280
Yota! 1000% - 100:0% 100.0%

Haurce 'Carnegee Commission, Table 14, p 45

. signiticantly - Further, the percentage figures inthe above tables represent
only a tew highes education tax dollars per year for low-income persons, a

. fact often overiooked. Even if one judges from these tables that some
meguity exists, the absolute tax dollar amounts paid at the lower-income
lovels are very very small. and even those students who do not attend
coltene recowe cgriam benefits of a soc;etal nature from the attendance of
uthers ’ e

& ' ) ¢ °

Thus. this evidence would appear to destroy the myth that inequity in
educational opportunity results solely or primarily from financial need;

- however it says nothing of the larger and more basic equ:ty considerations.

”

.

Equity: Perspective, Scope, and Foundation

4
-

Suice the early 1?505 we (economists) have moved very rapidly —and mostly &
response 10 the social and infellectual dynamics of this country rather than to any
Jrner logie of the unfolding of the scientitic development of our subject—from

¢
-
- hd .

.- . )

Ervoilments of blacks jumped 211 percent between 1964 and 1972 blacks now
mak o up Fpercent of all college studems Chm‘mcle of Higher Education 7 (March 5,
197 .4) t
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~ sugreme self-corfdence it the power of economits to solve #ll conceivable
. ' problemste cansderable self-questioning about hqw much it really has to cay about
important problems. And sometimes we have made near-desperate efforts to make it
453y something about problems that are of the utmost socral concern but about which
we may not be able 1o say very nzunh. no matter Yow hard we try. though we m'ay be
avble to hide the fact sucasstylly from oursetves and our colieagues by jugghing with
the semantics of our subject and deploying the' full set of our hard-won statistical
. techmques. " ’
. : ) =
The analysis which follows does not use the sophisticated economic
calculus or taxonormic frameworks which often tend to ignore institutional
realities’or rea! world behavior. Nor does the analysis employ gny particular
analytic tool ormodel requiring for its use unrealistic, simplistie. orheuristic
behavioral assumptions that ultimately render the conclusions of the
analysss. although interesting, largely dysfunctional.
t . .
While some mdividuals will no doubt find fault with. analysis that
intentionally avoids the "quantification syndrome” characterizing much of
social science inquiry today, there i1s sufficient evidence tc suggest that
attempts to-quantify various aspects of ‘higher education, including its
financing. have provided uftle, insight into sevefal important policy
'+ questions. Some of these quantification effolts, upon careful and deliberate.
exanination, represent little more than what Thorstein Veblen once
feferteo to as "ceremonjal adequacy.” Other, more serious quantification
efforts have not dealt adequatelv with the complexity which characterizes
the present financial structure of higher education because of several
factors, including (1) the lack of appropriate empirical data,” (2) the
mnadequacy of existing concepts and analytical tools which cannot be
trasferred intact from various disciplines and applied successtully to
probler.s in hugher education. and (3) the nature and compiexity of higher
education itself.
The approach and analys:s of this section attempts, albeij qualitatively, to
take into consitieration the complexities which characterize higher
‘ education and tts hinancing. rather than to minimeze or to ignore them. It
b/egms with a recognition that the ultimate policy ends which*he Carnegie

o [

“Harry G Johnson. “The Alternatives betorh' Us"” {(summary statement of a work-
. shopon hnancfng higher education sponsored by the Committee on Baswc Research
in Education. June 1971} (’

‘On the lack of empinical data concerming twition changes and their impact see
Robert W Hartman. Equity lmpﬂcatuonsuf State Tuition Pohcy ard Student Loans,”
southat of Pohiticnl Econamy 80, Part 1} (Mgy - June 1972), S150 Efforts to construct
decision-making models for the financing of higher education have failed largely for
this reasan (BoththeU S Otfice of Education and NCFPE recently abandoned such
etonsre

*

L 2
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- Comm’nss ion and the Committee for Economic Development have propoded
essentially reflect value judgments These policy ends, which include
greater equality of educational opportunity for low-income students,
financial stability, and adequate. resourceS for institutional survivai and
growth yn both the private and public sectors, depend to a large extent on
.ndwidual beliefs and attitudes. They reflect interpretations based ons -
differing ph?tosophicat assumptions about the nature of man’s world. As »
= such, they must necessarily be taken as "givens
This analysis does not tak e issue with the above policy ends which appearto
te reasonable, equitable, and socially desirable in light of existing evidénce
- and institutipnal realities . It does, however, take issue with the means which
have been proposed by the Camegie Commission and the Committee for
Economic Development to -achieve the policy ends’ listed above.
specifically, increasing tuition at public colleges and universities caupled
with a greatly expande‘d grant program for low-income students and
income contingency Idan plans. These poticy means do not consider that
(1) equity in the means used to achieve policy ends is as important as the
ends themselves: and (2) the proposed means appear to violate
+ seniously—particularly with regard to their, treatment of middie-income
students and their families—certain estgblished principles of equity
accepted as tegitimate by most members T society. ,

While this section centers on questions related to equity, other iIssues
. refated to the effects and probable effectiveness of the ~policy
. recommendations are discussed refative to the middle-income student and

' his family . The analysis is limited to those CED and Carnegie Commission -
. .pohcy-sen;ing recommeggdations which relate only to the financing ?f
undergraduate educatdn. Further, the analysis is concerned aimost totatly
with decision making and equity in the public sector, recognizing, of
couirse. that a private sector also exists and that making the public sector
more equitable may not necessarily assure equity throughout the entire
system of higher education. Lastly, the anawsis considers the
intertrelationship between equity and efficiency in higherseducation and
now changes 1n one may, given certam circumstances, resyitin changes in

the other. While this paper is concerned primarily with equity effects reiative -
to the nhiddle-income student and hjs family. the argument takes account of
the equity-efficiency relationship where*significapt changes might re‘sult.

- The Concept of Equsty

The term equity has beep used extenstvely in discussions concerning
financing of higher education. if any 10 persons were asked, “"Are you for
greaier ‘equity’ # the financing of higher education?”, atmost alk would
answar yes. However, if asked to define or perhaps operationalize the
concept of aguity, it vlould be entirely possible to get 10 different

¢ -~ .

>
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detiutions. One individuatl might define an equitable system of finanging ~
mgher education as one which results in “fairness amang persons.and
classes in atiocating the codts of higher education, particularly as between
taxpayers and donar’s whb represent somety ‘and the students and their
famdies who are the principal individual beneficiaries. ™ Another individual
mught define equity inthe financing of higher education as asituattpn where
there existed “fawrness in the distribution of benefits and costs
Eisewhere. equify in higner education, finance has beenj taken in part to
mean the provision of "subsidies sufficient to offsetth?}unted resQurces of
poorer students [fafmihies " Still othars might define a equitable system of
financing highcr education as one which is “neutral” with respect to its
treatment of inGviduals or groups of individuals. These varying definitions
and notions of equity underscore the lack of a clear-cut definition of equity
and aiso point to the necessity for specmc definition in discussions which
centor an eginty questions.

The sampie of definitioris®above suggests that a defintion of equity
necessarily must be set out. After a relatively thorough review of the
hterature. the choice was made 1o base this definition on essentially three
critena (1) its frequéncy of use in other analyses of higher education
finance: (2)11s apparent reasonableness. and (3) the high probability of the
defimition obtaintng a consensus of what actually should constitute equity

in the tinancing of hugher education. -

Equity in higher education 1s defined here for purposes of subsequent
analysts as the absence of financial barriers to undergraduate education.
As the author of the définition, indicates:

“inequity,” conversely. suggests the presence, of people who quahfy to
enter celliege and who would go but for tack of funds.

anén Fmance and the Aims of Amencan Higher'Education.” p 160
~ -

w Lw- Hansen and Burton A Weisbrod. " The Search for Equity in the Provision and
Finance ot Higher Education T he Econarucs and Financing of Higher Education in
the Umnted States A Compendmwm of Papers Submitted to the Jomt Economic
T Comnuttee (Washungton. DC U S Government Punting Otfice, 1969). p. 108.

W Lee Hansen. Equity and the Finance Qf Higher Education.” Journat of Polticat
Economy 80 no 1 Parst il (May June 1872). 8262

& “

Davir Segal Equity Versus "Etticiency’ in Higher Education.” The £conomics
arid Finnaneng of Higher Education i the United States. A Compendum of Papers
Subnutted to the Jomnt £conome Commuttee (Washington. DC U S Governmemn
Frinting Oftice 1969 p 136

,
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s

The significance of this deunition lies in the fact thai it appears to be highly.
consistent with the notions of equity embodied in both the CED aritt
Carnegie Commission recommendations.

In terms of our defimtion of equity, the policy ends of increasing equality of
educational opportunity. of increasing accessibility, and ultimately of
ncreasing higher education attendance of students from low-iuzome
famibies represent an increase n equity in higher education and its

~_financing. However. as has been argued earlier, achievement of greater

-~

wity in higher education and its financing is N0 more or no less important
tHapequity in the means to achieve that end. Both policy means and ends
must be examined to determine equity. it would make little sense to increase
equity 1n part of the system by reducing it in another, unless one Held the
phiiosophy that in some way the means justitied the ends. a philosophy to

which few would subscribe. Twa ', .

-
-

Equity Considerations of Public Tyrtion as Taxation
Eguity enters the analysis in another way-related to the ynf nature of public
twtion when education is considered as-a social good. Every sgtiety sets
certain goals for itself and its indwviduals and establishes various means to
achieve these goals. In our society some of these goals are equality of
opportunity. individual pasticipation, a well-educated citizenry, and uagard
mobility. Higher education has been chiosen as the most appropriate vehicle
to achieve such godls by tying these goals to certain “credentials™ which
often hive become synonymous with earned degrees and completion of
vanious programs in hgher education. Taxation and tuition revenue pay for
this education. Accordingly, the turtion charged by public institutions may
be legitimately viewed as a form of taxation where taxes are defined intheir
traditional manner as “compulsory payments imposed upon individuals by
government to distribute the costs-qf gowernmental activities among the
vanous members of society "+ As a fonm of taxation (due to the social goods
nature of higher education), tution is Subject to the samy  quity criteria as
any other tax which supports any other governmental service. Due
accurately pownts out, “The rule that governmental costs be distributed in a
fashion regarded by contemporary society as equitable is generally
accepted ' While recognizing that determinations of “equity” or “equitable
taxes” are strictly value judgments and that there are wide differences in

e 1 s

*John F Due. “Alternative Tax Sources for Education’™ n .iohns et al., Eds..
Economic Factors Affecting the Financing of Education (Ganesviile. Fia.. NEFP,
1970). p 293 '

* thud ’ '
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opmwn Due summanzes the general agreement that equity in most cases

quires

Eguat treatment of equals persons regarded as bemng in the same
relevant carcumstances should be taxed the same amount.

Distribestion of the overalil tax ourden on the basis of ability to pay. as
measured by income, wealth. and consumpnon

Exclusion from lax of persons in the Mwes agkome groups. on the
grounds that they have no taxpaying capacity. ,

A progressive overall distribution of tax refative t0 income, onthe basis
that tax capacly rises more rapidly than income. While " this -

requirement (s less generally accepted than the others, thereis general
agreement that the structure should be "at least proportional to
mncome ! .

y '

*

Related to equity in the development and evaluauon of faxes s thecntenon
of neutratity Neutratity indicates the degree to which the tax affects
economic and socetal decsions. The less distorting the effect of a tax. the
more neutral it 's said toobe. As Benson suggests:

H a government has achoce between two lax instruments. it fogcally prefers theone,
other things equal. that has the least unfavorable effects onthe private economy. The
general crtenon s that @ good tax is neutral with respect to the allocation of
resources It does not distort consumers’ spenging patterns, and ot has neither
positive nor negative effects On work incehtives, chowes of alternative means of
pracductinn, etc What s desired s that the possible unfavorable effects of tevying
the taxes do not cancel the good effects of the services the taxes support, or tead to
yel other damages on the private économy &

Tne analysis turns now. within the context of equity and neutrality as
detined and describea above. to the prohable impact on middie-income
students ol the Carnegie Commission and CED proposals. What, then. 1s

€. .

middie-income?

ithd

7N

Chartes F Benson. The Economibs of Public Education. 2nd ed (New York
Houghtaon Miffkn 19681 p 96
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Eq:':ity. Neutrality, and the Migdie-income Student

b |

Middfe income Defined. tis ‘not clearinthe literature on equity exactly what
constitutes “middle-income groups.” Much of the discussion is not specific
on this point, and where it is specific, there are differences in definition more
often than not. Definitions usually depend upon the pwbtem under
mvesz:gatm and to a lesser extent unor the.investigator's particular
preference. Further, most of the discussions using income groups. in the
analysis of issues and alternatives in financipg, tend to dichotomize income
groups e such categories as ‘the ri and “the poor" ar’ uppermcome
and “lower (Oof- low) income” or to d&e them into guartiles.

P
- . '

The muddie-ncome student shall be defined here as a student whose
family's yearly ywcome ranges from $7,500 to $15,000. While this-definition
may mnijally appear to be slightly broad and the distribution positively
skewed, it has certain advantages and merits. First, this pgper isconcerned
with that group of students and their families who are neither the “richest”
nor the “poorest” inan absolute sense. Such a concern necessarily implies a
proader definition of “middie” than usual. itinciudes that particular group of
studénts who are neither ffom the lowest incumne groups (under $3,000 or
$3.000-$6,000) nor from the upper income graups (Over $15.000 or over
$20.000). Second. our d&finiton not only incorporates that income group
usually thought df as “lower-middle” in our society > but also is, more
consistent with the defipitions used for actual policy recommendations of
i CED and Carncgie reports than less inclusive definitions of middle
ncome (re.. $10.000-$1§.000).

Equuty and the Middig-Income Student

. The recommended increase in tuition in public umiversities and colleges

represents (1) an overall reduction sqsubszduzahon for all studienis enretled
in such wishitutions both now and in the futuge, anr (2) a user tax to the
extent that the revenues from the prepused tuition increasws wuuld be used
to achieve greater equality of edusational opportunity for fow-income
students through expanded grantand (oan programs. Interms of the criteria
of equity set out above, 1s the proposed increase in tuition equitable for alt
mncome fevels? , .

The increas€ in tuition proposed by both the Carnegie Commission and the
CED s a uniform increase which disregards both the notions of "abillty to
pay’ (tax based on economic capacity) and “benetits received” ( tax based
on the volume of henefits recewed).’* Under the CED and Carnegie
proposals persons of dissimilar relative circumstances would betaxed the

B(_ nson. p 92
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.3. . o
sb‘amq;amount. As such, the proposed increase is essentiglly regressive with
respect toits treatment of individuals and families of individtals and violates

twg primary standards of equity—ability to pay or benelits recei.ved.

Therefore, the proposed increase in tuition automatically violates the

second criterion of equity which requireg the distribution of the overali tax

burden to be based on ;bimy to pay as measured by income, wealith; or
consumption. * ' N

K . -
L

Regarding the third equity criterion. which indicates that persons in the
lowest inc@me groups be excluded from the tax on the basis of timited orno
ability to pay, the societal tax also faljs short because alf students,
regardlegs of family tncome, would pay the increase in tuition if they
quahhed for and clected to attend A public college or university. However,
fhe regressive eftect of such an increase on low-income studerfs would-be
targely or completelyeliminatdd by the expanded grant programs for low-
“income students, whereby the increase woulid be covered by the grant itself.
Thus. under both the Carnegie and CED proposals the tow-income student
would be insulated to a great extent from the proposed increases in tuition.

-

The proposed tumon increases, being regressive, fall short of meeting the
fourth equity criterion, requiring a progressive overall distribution of tax
reiative to income. on the theory that tax capacity rises more rapidly than
income. A progressive overall distribution would require the ratso of tuition
ncrease to income to be larger for high-income families havmg individuals
" enrolled in public universitigs or colleges than for the student from a low-
income family. Ignoring the expanded grant program for low-income
students, the proposed increases would result in exactly the reverse
situation, where the ratio of tuition increase to income is greater in low-
income families than in high-income famities.

o

Thus. the proposed increase. viewed as a user tax, in no way approaches the
established and generally accepted critaria of equity.

What income group, then, would ultimately bear the tax burden relative to
other income groups? The answer appears to be relatively obvious. Given
the fact that upper mcome groups have a greater ability to pay than other
tncome groups. and that many low-income sStudents would be partlally or
completely exempfed from the proposed tuition increases by grants
covenng such increases. much of the tuition increase burden would fall on
the middle-income student (and his family). This student has less ability to
pay relative to upper-income groups. and limited or no access to the
resources 0 the expanded grant programs earmarked for low-income

students
4 . .
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" To determine what possible effe§t this burden might have on financal
barriers to undergraduate education, the analysis lurns now to a discussion
ot some of the imphcations ot the proposed policies within the contextot
neutrality. . . '

At this foal 1wttt 2rove beneficial to elaborate on the notion of neutrahty
discussed eartier. Neutrality was defined as the degreeto which a particular
tax aftects economic decisions. Society has largély agreed that taxes, n
general should be structured to be relatively neutrat in the functioning of
the economy. That is, taxes shouid be levied such that few, if any, persons
are forced to alter their economic behavior in a way that is contrary to their
personat objectives or the objectives of society. Among other things. such
alterations in behavior result in "excess burdensy’ in the sense of reduced
real income of socsety .+ :

~

L]

There 1s Considerabie support for the contention that the middie-income
student would be most affected {ie.. experience the gre&tgst r2lative
amount of distortion) by the proposed increase m tuttton. relative to other
ncome groups.
K L

To begin, one may examne the effect that th2 price of higher education, as
measured by tuwition. has on enroliment demand. Theoretically. démand for
any good or service 1s a funchion of several variables inCluding disposgble
income. price of the commodity. taste. and the price of other commodities,
to name but a tew. Economusts suggest that among the most important of

these variables are disposable income and the price of.the commaodity

under mvestsgahoﬁ. Regarding higher education. empirical evidence s
kmited and reqional tn nature, bit the 2oxsting evidefice indicates that
tuition 1s an important factor significantly influencing enroliment demand
:ue ;”gh,:‘- CS::CZ‘.’.‘QH -

.. s

. o ‘ i :

Due p 292 Concern here s not so much with distortions that efmer reduce reatl
ncome of retard the rate of economuc growth. beth of whigh are regarded as
ohjectionable by society. but rather with the equally undesirable and objectionable
fketthood that the proposed ncreases in tuition would cause students aiready 10
pubhc colleges and unmiversities and those planning to attend. to alter thewr behavior
regarding continuation and future attendance To the extent students in pubhic
mnstitutions of mg_her'educatuon and those planning to atteme futura musy alter

their decisions (1e . drop out. not enter. or enter for a pertod of time Dreviously |

deemed nappr nate @ less than optimumyj, the proposed tuition inCreases can be
said to be noni.. utral. to violate the critenon of neutrality. and to result 1n socally
objectionable and sociatly undesirable distortions havily both social and econamic
CONSEQUENCES '

.
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Campbell and Siegal™ empiricaily estimated a demand function for
undergraduate higher educagion covering the period 1919-1864. Utilizing
muitiple regression analysis, the authors tested the hypothesis that the
demand for undergraduate higher education ‘s a function of income and
price Enroliment demand was measured by the ratio of undergraduate
degree enroliments in 4-~year institutions to eligible 13 to 24 year olds.
mcome was measured hy'real disposable income. and price ywas measured
by an index of twition costs detlated by the consumer price index. The study
found that 87 percent ot the variation in the demand for undergraduate
nigher education could be explained by hustorical variations in income and
twtion (prce) Demand was found to respond positively to increases in
inceme and negatively to increases in price. More specifically, the price
elasticity’ of demand was statistically significant for the sample (-.440).
This value suggests that a 10 percentincrease in tuition would result:nad 4
percent decrease indemand for undergraduate higher education. While the
sample upon which the study 1s based s too small to make quantitative
generahZations. the study does suggest that variations in tuitions are
wnportant i explaining vanations in the demand for undergraduate higher
education. )

in another study which developed a : sptimization modei for the efficient
atlocation of subsidies to college students, demand functions and elasticity
coetficients were estimated for ehigible freshmen of varying income groups
in the Unwversity of Califorma system.*~Based onthe calculated elasticity of
demand coetficients, the rescarcner wohit un to estimate for the fowest.
highest, and all tamily income quartiles, the effects on enroliment demand
of $100 and $400 changes in annual direct outlay costs. Elasticity
coetticients were then recomputed on the assumption that any percentage
increase in the direct outlay cost of attending the University of Califorria
would be simuftaneously matched by atwo-thirds increase of thatchange in
direct costs of attending the state colleges. Table @ summarizes the findings
under both situations. While it would be possible to quibble about
methodological questions which might again imit prec.ae gquantitative
forecasts. the quahtative imphcations of the study are quite clear. Changes

“Rohert Campbeti and Barry N Siegal. “The Demand. tor Higher Educat:on in the
United States 1919-1964.° American Economic Review 57 (1967}, 482-94

* Llasticity refers to the degree of responsiveness of demand to changes 0 tncome
and price When, as was done in this study. the empinical demands function s
converfed to loganthms ang then estimated, regression coefficients auteomatically |
become elastcity coefficients. indicating the degree of responsiveness of demandto
changes i income and price

- Stephen A Hoenack. “The Efficient Allocation of Subsidies to College Students,”
American Economic Review (June 19713, 302-311
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in annuat costs do affe'c! enrotiment demand Here. as in the Campbelt and
Stegal study, an inverse refationship is found to exist between emoliment
demand and cost (price)
’ - « 3 .

The tast puece of evidénce suggesting that tustion sncreases influence
enroliment demand for mgher education comes from a working paper
preparec by ihe slatf of the Natinnat Cammission on the Financing of Post-
secondary Education™ in the paper, both the CED and Carnegte
Commuission pOhCy recommendations .are quantified and their impact on
the proposed iftreases in tuition assessed. The Commission staff estimates
that the proposed increases in tuitton would result in a loss of enrofiment
rangng from 0.8 percent to 8 pércent, depending upon the assumptions
made The Commission settied on a 2.5 percent estimate and notes
exnuc:tly that this higure appears to be “highly conservative.” Given the

tigure, they eftimate that “for every $100 increase in public 4-year tuition

you will reduce enroliment by 2.5 percent.” and further that “the actual
«Cutbacks would probably be higher.™"

Phus ail the avasiable evidence suggests that incresses in twhion proposed
by the Cafnegte Commission and the CED wiil have a noticeable effect on
decisions to attend and tc continue in gubhe colleges and universities.
Further. it 1s apgarent that this policy decision may affect adversely the
attendance decsions of not a “few thousand™ students, butthe decisions of
hundreds of thousands of families gnd individuals: Even using the
conservative estimate of price elasticity (2.5 percent). the NCFPE calculates
adrop inenroliment 0f 250.000 students foreach $100 intuition increases. A
policy that Creates this kind of economic distortion and forces this many
quabfied indwiduals. who would otherwise enroll or continue in higher
education, to draw away is indiwﬁuauy and societally objectionable and
undesirable. .
/T
“Prepared by the NCFPE staft in early Nw_emt;‘er 1973

Wealso think a 2 £ percent decrease in enrofiment 1s conservative. While one hears
continuatly about society's ever-mdreasmg “ability to pay.” resulting from (fast)
nsing levels of disposabie income. there s another side to the con While disposable
income has risen inrecent years, the consumer orice index has risen in @ much more
drfatic tashion Funhermore purchasing powerof thatincome has been drastically
eaten away by steadily rism, prices, particutfarly inthelast 5 years. This has made the
cost (priced of education, mc!udmg tution {which has risen over the past 5 years ata
rate 20 percent taster than the rate of increase n percapita disposable income during
thé period 1960 to 1872. [Cameg«e Commussion, p. 11]). more expenstve refative o
other goods and services consumed by famihes. The must recent evidence
sques!mg society’'s growing sensmwty to prices (despite growing income levals and
an wicreasing abihty to pay) is'the effect of increases n gas prices on consumer
demand Another example of increased consumer sensitivity o price increases sifie

hoarding and boycotting refated to increases in meat prices.
) N -

NN ———— | S
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Agamn, the iddle-ncome student and his family seem to be the group who\ ’

would expenence an unustifrably 1arge amount of the resulting economic
aistortion. That s, a significantly larger number of quahfied middie-income
students would be forced to alter thew behavior advbrsely regarding
decisions te enter ar remam i pubhc institutions of higher education than
students from other income groups: This means notonly that large numbers
of migate-income students would be forced to alter their behavior in a
-manner inconsistent with their own interests and vaiues, butthatthey wouid
also bear an “excessive burden” in relation 1o other income groups.
’

First. most low-income students presently enrolled in public institutions
atready are recewving substantial financial aid, either inthe formofgrantsor
iow-interest loans The continued and expanded commitment to greater
equality uf educational opportunity tor low-income students necessarily
dictates that any increase in tuion be systematically absorbed through
larger grants ot ioans for those low-income studénts atready enrotled. The

sam: hnban pohcy would apply to prospettive low-income students. whom -

expanded grant and loan programs are expected to attract. Thus, for this
income group imncreasmng tuitton becomes synonymous ‘with increases 1p
substidies, and vice versa Put another way, the price elasticity for low-
income students 1s extremely low because (1) many low-income students
are already dependent on financial a istance; and (2) with the proposed
¢xpansion in grant and toan programs. the economic question of tuition
mcreases for prospective low-income students s ahiminated altogether.

Thus. relatively few cases of ecONomiC Gwsiwrtioniniow-iNCome groups can
be expected 10 occur as a result of increased tuition.

As tor the upper-income student (re.. the student from a family whose“.

" yearly income 1s greater- than $15.000). Table 5 shows that he s
disproportionately represented in apt attendance refative t0 students
trom cther income groups (with the exceftion of the lowest income groups

“which are disproportionately underrépresented). Regarding the upper-
mcome aroup Table 5 indicates (and demonstrates empirically) the
existence of both a substantially g. eater ability and willingness to pay. and.
hare important. a significantly greater wilhingness to participate . higher

education ThuS it would be expected. particularly in the higher income

groups (1 e . greater than $25,000 yearly family income), that the proposed
nntdn increases would have httle overalt effect’on dectisions to attend
pubbec colleges and universities. That 1s, while some students-from upper-
. ncome groups (particutarly those from the $15.000-§20.000 family income
'%;mup; nught be forced to atter therr decistons to attend or'cdntinue as a
restii of tntion Incredses. the overall degree of economuc distortion in the

mghest income. groups would be minimal It 1s evident from “their .

d:séroportuonatu representation in higher education that high-income
students and ther famiies place a tugh value on, can. andgre willing to pay
fr tagher education services. -Thus. thé price elasticity of demand for

-
-
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supper-income t_f;roups 1§ also extremely low, albeit ndt as low as the price

' | elasticity of fow ncome groups.

~

By reasonabte ehmmatcon it appears thattothe extentthat tuition increases
result in economic distortion._the middie-income student and his family
would expgnence an unjustifiably disproportionate share of this distortion.
That s, the gect2 in enrofiment avnected to resuit from the proposed
tuition increases would, in all likelihood, consist largely of middie-ineome
students. This conclusion necessarily implies that the proposed tuition
ncreases would place an “"excesswve” and therefore inequitable burden on
middie-income students, becduse a disproportionately targe number ofthe
decisions not-to attend or to drop out of public colleges and universities
would be made by students from middie-income families. This conciusion,
it should be noted, 1s cohsistent with the quantitative estfimates of the
NCFPE -

Summary The Carnegie Commissign and §e Committee for Economic
Devetopment proposals to. increase tutron at pubhic universities and
colieges seriously violate three of the four equity criteria and result in an
overall.regressive distribution of the financial burden. Because low-income
students ldrgely wili be exempted of insutated irom increases in tuitionas a
result of the proposed expansion in grant and foan programs and because
vipper-ncome groups have a greater econeomic capacity to absorb tuition
increases, mddle-income students who elect to continue or attend college
would experience a relatively greater hardship as a result of the proposed
publC tuttion increases

Perhaps even more important, 1n terms of the notiun of equity as the
absence of financial barners to undergraduate education. the proposed
ncreases ntion seriousiy violate the criterion of neutrality, resulting in
considerable economic distortion This distortion was fourtd to take the
torm of forcing sigmhicant numbers of enrolied and prospective middle-
income students to aitertheir behavior adversely regarding decisions either
10 attend or to continue in public tolleges and universities. Thus, the
proposod mncragse N tution. creating as it would a tinancial barrier for
significant numbers of students. violates the definition ot equity.

in Order to focus on equity and neuteahty considerations relative to the
mddle-mncome student. it was necessary toignore certain other related and
important 1ssues which must now be examined

L4

The NCEPE i its November 1973 draft. estimated that the biggest drop m
entotiments would occur in the $7.000-515.000 income range
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) Sone Related Issues i 1\ '

~

There are numerous other 1gsyes related to ecw]ly'. particulariv totheequity

of means as opposeg 0 ends. Among these are the issues of the
emaneipated student. the American tradition of tree pubtic education, and
the respective ability of various groups to pay the higher education bill.

- . ' 1}
The Emancipated Student

-

One of the common ditficulties in policy formulation is ‘the need to

concentrate almost exclusively upon the normative case.Ygn the subjectof -

higher education finance. policy makers and policy staf?ers have tended to

thunk in terms of typical students and typical conditions: ihe 18-24 yearoid .

tull-time student from a middie-income family having middie-class values.
Policy sta!empnts thus deve!oped tend to fit roughly the conditions of many
students. but’ may not be apphcabte to many -others. Each individual

policy makers tis or her situation does not vary greatly from that of the
typical student. In many cases, however the differences are indeed real and
wportant. Occasionally, the variations from the normative cdse are so

extreme that the fcrmulated pohicy results in major inequities’ One such’

exampie, which 1s repeated hundreds of thousands of times, is the case of
the totally or largely independent or emancipated student Although poticy
regulations sometimes take some emancipated studentsidto account. such
regu!’anons generally are too narrowly detined. 2

In considenng student emancipation thereare first of all the legal and moral
gquestions. Persons beyond the age of 18 generally have been considered
emancipated for legal purposes sin@e the passage-of federal legistation
prior to the presidential election of 157 2. There have been minorexceptions
(such as in the purchase of beer and other alcohohc beverages). butfor the
most part 18-year-oids legally have been considered as independentadults.
As such. fanmuly ncome tests required ., st prasent grant and loan
programs would appkar 1o be of questionable legality.
Regardiess of the judicidusness of these family needs tests. the moral issuer
remans it s probably not defensibte for society arbitrarily iv ruic 18-year-
olds emancipated for some purposes but notforothers. Further, it would be
socially desirable to set an age for total legal emancipation rather than to
encourage the dependent status of young adults as s now often the case.
Howard Bowen suggests that this age might be 20 or 21, at which time the
regponsibility of parents forfinahcial support of offspring would cease and
means tes(s for student aid would be abalished. -~ This wouid beastepinthe

F.nanrc and the Aims of Amerncan Higher, Educatoon p 166
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I :
right duectioh, although a cus‘oﬂ at age 18 would seem to be more
consistent with the faw ; )
. However: the actual extent of present student emancipation from parents
and the corresponding inpact of these numbers upoen recently proposed
higher education financing pohicy 15 the important issue. A 1959 Census

- study showed that 45 percent of male and 30 percent of female college
students receved no support from home."* Thus, it could be asserigd that
grant and loan needs analyses should consider parental willingness to
contribute as well as the abthity to do so. Although it might be anticifrated.
thatthese percentages have dechned as the costs of college have increased,

it 1s difficuit to ascertain whetner the weight of higher costs or parental
parsimony has yielded. Curr,efnt data do show that 28.5 percent of all mates

it the college-age population (18-24 years of age) are Heads of household

and 429 percent of college-age females are wives ** These persons

{, s obably should be considered emancipated from parents.
- . .

More speaific to the 1ssue, some data exists as to the present reliance upon
parents for contnbutions to help meet the costs of coflege. In tilinos, for
example, 21-3 percent of those who received state grants in 1971 declared
themselves both financially independent of thewr parents and residing in
separate quarters  Another recent study conducted in the five states

, having the largest state grant programs.'® showed .that the actual
contribution by parents to thewr chiigren’s college education was much less
than the “expected contribution” calculated using the Cotlege Scholarship
Sencice (CSS) techmque In these states, parents contributed on the
average about 20 percent of the students’ total resources for coliege, with

the remamnder comingfrom student savings, student term-time and summer

~ work. grants. loans. and miscellaneous sources. Average annual parental

\ contributions were in the $400-$500 range: and even in New York, where
essentially all students are entitied to some state supportand thus were part

-

Cnnstopher Jencks SocralStranhcanonnrﬂhgherEducatwn mnM D Orwig. Ed.,

Firrancing t1igher Education Afternatives for the Federat Government (lowa City,
towa The Amencan College 1esting Program. 1971}, pp 90-91
: A

Current Poputation Reports. Tabte 24 p 27
# .
Cithnows State Schotrsshin in Cuncansion Unpubhshed document (Eigmin. Huinois
ISSC Apnl 1971

4

-
Larey L Leshie and Jonathan D Fite. The College Sfudem Grant Study (University
® Park Pa Center tor the Study of Higher Education, 1974 forthcoming)
N« such calcutations were i fact made, but a wisual examination ot CSS need
anatyses for the Federal BEQG program indicates that actual parental contaibutions
were only a tracthion of the CSS estigates of what they should be

-
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EQUITY AND THE MIDDLE CLASS 133

of the population sampled. parents contnbuted only an average of $623 or
28 percent of student resources for cotlege '~ .

s @ .
Atypical studenits are discriminated agawmnst in a number of ways by current
and proposed higher education finance policy. Paradoxically, many of the
potential "new students” at whom certain federal pohcies are directed
would be the same students who would fail to qualify for federal grants and
loans These students are those who would partake of nontraditional
studies-—the housewives whose husbands may earn modest livings, those
who work at low-paymg jobs and attend cotlege part time. and, in general,
those who for whatever reason have not followed the regular pattern of
attendance immedsately after high school. These are students who would
pay the higher tuitions (in somecases the full costs) and yetfail to qualify for
ad, enther because they would not be full-time students or because their
_lower-middle-income status would disquahfy them for compensating
support : ’

Fhe Tradtion @f F ree Pubhc Education

It 's often said that the major forces shaping the character and condition of
sozial mstitubions and, indeed, individual organizations are history and
trzchition. They help us to understand why.an organization operates the way
it does, why members of the organizaticzn hold the views they do, and why
the organizat:on is structured thé way 1t is.

Organuizational or institutional change s SO very ditticult to accomplish
prmaniy because of the breadth and depth to which history and tradition
pervade the organizational structure. Innovations and new ideas do not fail
upon neutral ground, the organmizational turt is hilled with interests bent
. upon mamntaming the status quo. Schon has observed that this resistanceto
change 1s not passive. but s characterized by what he calls a "dynamic
conservatism ~ ° in other words, the o?gqrr;z’a(noﬁugms to maintan its
present nature. its structure, its ways of ope 9. 1ts organizational ethos.

Amerncan education targely has been free. From a time when the society
saw Its most pressing need as the "Amencanization of everyone,” whether
to provide immigrants with a common heritage or a formerly rural
popuiation with industnial and technological skills, the greater social good
requtred strong pubhic support of education.

Loste and Fite Tabie 7

Dounatd A Schon Beyond the Stable State (London Temple Smith, 1871). p 52

. | TN




.

]

‘334 EXPLORING THE CASE FOR LOW TUITION

" Now some would say that society no longer1s the primary beneficiary at

least of ugher education Now the indwidual benefits, and the individual
should pay the costs. As has been very clearly noted from news accounts

. and editonals concerning the various plans to raise public college tuition,

ali this does not set welt with the Amencan public. In light of history and
tradition, i1 15 not s\urpnsmg that the public 1s concerned.
' N o
N ' . ' .
The Notion of "Abity 1o Pav”

-

in numerous discussions centering on higher education financing, theterm

-abiity to pay has taken on a kind of dysfunctional “connotative gestalt." itis ’

being used. interpreted, and extended in ways that are incorrect and that
ultimately lead to either misteading or errongous coaclusions. Itis therefore
important to discuss what the ferm means and what it does not mean. and to
indicate what ways 1t is being used or interpietéd inappropriately.

To begin with, the term ability to pay has been used loosely. Ability to pay is -
presently being equated to. various income Iévels, yet much of the actual
wealth in this country takes other forms (i.e., stocks, securities, and prop-
erty) than current income. Out of this initial point of departure the nofion
emerged. albeit implicitly. that every family.placed in the “rich” or “upper
income™ categories has some minimum excess economic capacity which
would justify sizeable i_ncreas‘@s in tuition charges. The indjyiduals
engaging inthis kind of analysis are notexplicit, in many cases, gbogt where
(n terms of income level) this mythical ntinimum exce.s ability is likely to
appear. Rather, the terms ‘'rich” or “upper income” immediately suggest
affluence, great wealth, and aimost unlimited “ability to pay" for additional
educational costs as well as for a host of other goods and services.

While exphcit mention ofthe income level at which the ability to pay appears
seldom can be found in the hterature: the various proposals and plans to
finance higher education locate it somewhere between $10,000 and $12.000
yearly family income. That is, it appears that the proposals and specific
recommendations {fiply that a family with an annual family income over
$10.000 has “the ability to finance a greater portion of its children’s higher
education expenses.”

Data below from the Bureau of Labor Statistics' medial cost-of-living
estimates in 1971 for an urban family of four based on an annual gross salary
of $10.971 indicate the fallaciousness of the term as applied to this inconie
level’ . . .

1 Food: $50 a week, including every restaurant lunch and stadium hot
dog (“meat three times a week—mostly hamburger”).

A
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2 Housmg: $218 a month . all expenses — age, utihtigs. furniture,
- repans ; -

3 Medrcal- $612 a year. which must !over heaith insurance (about $460).
ait medicines, dental care, and SO 0w

4 Transportation: $964 a year, including car payments. gasohine, repairs
and msurance

5 Clothing and personal care: $1 .15 a year for clothes, shoes, makeup,
hair care, etc. e '

A

"6 $563ayeartocover ife insurance. union dues. Christmas presents. and
chantes .

N iﬁad’a year for hquor. tobacce. TV and rédz‘o. records, books,
newspapers, school supplies, vacations and toys

The above profite indicMes that famies with an annual income
approaching $11.000 have hittle excess tncome or “ability to pay " that could
justity recent proposais 1o increase turtion.” th hight of the rapidly rising
prices since 1971, the income level (if ore exists) at which abihity to pay
appears and nabity  to  pay disappears could concewably and
conservatively be placed somewhere in the neighborhood of $17.000.
- ‘[-\- |
Those individuals who argue for public tuttion increases on the basts ofthis
anthty to pay as denved from observed increases in disposable (ncome in
recent years, are suffening from and"perpetuatmg what right be called for
want of a better term a “perceptual lag” with respect to income level and
purchasing power This perceptual lagﬁascome about as aresult of rapidiy
fising prices and a quablitative dechne in mar}x copsumer products Putvery
stmply  $12 000 today does not buy nearly what it bought 5 years ago.
Theretare there s a need to recogmize an entire continuum of relative
abiishies to pay (if the notionis 1o be used at ali) and a raise in the income
= level thought to generate some excess economic capacity consistent with
Tactual conditions in today's socaty” :
Herhaps even me:se synportant s the need to distinguish income levet and
abuity 1o pay trom wieilngness to pay in order to participate. Such
withingness to pay and’ participate 1s «ntimately tied to individual value
wystems  eennrnment.’ and several other vanablés Abihity to pay. as

It ~hodd dlus be noted that 10 1967, 66 7 percent of the famihes in the $10.000-

$12 600 anaual income bracket had two or more wages to reach that level, and of
Mione e the $12 000-815 000 bdracket. 759 percent had two or more wages
¢ antnth e to thdt income

o '#(ﬂr
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presently used (synonymous with income levelgdin no way provides clues
(particularly for the middie-income groups) about willingness to pay or
participate. given a pubhc tution change

-

®
. ' Summary Remarks

This paper has examined the iecent Carnegie and CED proposals to
increase pubtic tution and expand grant programs for'low-income
students. it concluded that:

° .

1. Theproposedincrease intuitionwas inequitable when evatuated within
the context of established and generally accepted equity criteria.
Spectically. the increast  rould result in a regressive distribution ofthe
burden with the middic-income studept and his family bearing a
disproportionate share of the®urden.

2 The proposed increase ,/n tuition would result in considerable
- economic distortion becayse significant numbers of prospective and -

presently enrolied students would be forced to alter adversely their
decisions either to enter or to continue in public higher education.
Thus. the proposed increase in public tuition would violate seriously
the criterion of neutrality, in addition to violating the definition of
equity ) "

3 These wiolations would fall most heavily on the middie-income group
student gnd his family.

. r

First. those m:ddte-mco‘me students who either elected to enter or
remarn in pubhc higher education in spite of the tuition increase wou!d
bear a greater relative burden than either the low-income studentor the
upper-income student. in the low-income student’s case the tuition
increase would be absorbed by the expansion of the grant and oan
pragram. while the upper-income student and his family would possess
a signtticantly greate: abihity t0 pay than all other income groups. This
wonld resuil in the proposed increase in pubhic tuition being distributed
not onty regressively but disproportionately with respectto the middle-
income student and s family.

Swcond. it was determined that the middle-income student and his
family wqdld bear an excessive burden relative to other income groups
in terms of the expected economic distortion estimated to result from
the proposed tuition increasg, That is. of those tndividuals who elected
either not to enter or to drop out of public colleges and universities as a
result of the increase 1n twtion, a disproportionately large number
wouid be individuals from middle-income families.
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Thus. in terms of weli-established and generally dccepted principles of
eamt . non-neutrality, and excessive burden on one particular income
group. the CED and Qarnegte proposals are objectionable. :

what the prpﬁsaisggpresem are a kind of zero sum game between middie-
- and fow-income gfoups‘ Greater equality of educdtional oppurtunity would
¢ undoubtediy occur forlow-ingome students underthe proposats butonly =t
the expense of significantynumbers of students from middle-income
famiies. While the analysis-has been presented here within the context of
income groups. the ulffmate guestionis notone af one income group versus
another, but rather the questiop of increasing equality of educational
opportuntty for individuals. . .
Specthicatly, the pohlicy question becomes, can or shouid equity as aﬁ)al be
achieved by an inequitable means? We presume most would answera clear
“no

A pilan that more nearly meets our criteria of equity is the ptan advanced
recently by the 117-member Pennsyivama Assbciation of Cotleges and
Universities. ThefPACU plan would expand higher education opportunity
to tow-income students by offering ncreased grant aid—~up to $2.000 in
cases of grehtest need. But the plan would also raise the family income
ceiling to $20.000. thus allowing subsidies. albeit smalier ones, to students
trom middie-income fafilies. Further, tuitions would be stabilized at their
. present levels in public institutions, and potentuaily coutd be constrained in
private institutions because of state institutional support in the amount of
S6u0 fur each yrant recipient enrolled. (Because this plan was jointly
sponsored by the public and private institutions of the state, a much broader
" political support I1s likely )

The politics of good higher education financing are of great importance in
the current debate. Raising tuition is being suggested as the proper means
"to the widely-accepted end of increasing equality of educational
opportunity  But, without equity of means, no pian for financing higher
education will recewve the” broad public support essential to successiul
pubhc policy In short, the pohitics of good higher education financing
policy dictate equitable treatment of all. Broad policy suyport is politically
necessary to the heaithy maintenance of any large public service, ifuding
hgher education. It does not appear that such support can or will be
generated for either the CED o Carnegie proposals.

L ]

A Comprehenswe Proposal for Financing Migher Educat:on i Pennsylvama.
{(Harnsburg Pa Pennsylvama Association of Colleges and Unwersities, 1974 )
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~
S IT'S TIME TO BLOW THE WHISTLE S
Y | ) -
'y ' The Hon. James G. O'Mara

!

Today we are et to discuss the efficacy of low tuition as a meang of ¥
providing effective and equitable access to postsecondary education féﬁt’/

;young men and women of this country. My own position on thatquestion is

not precrsely a state secret. | am. to put it conservatively, thoroughly
convinced of the wisdom of a low-tuition policy. | do not believe in
“narrqwing the tuition gap” between low-tuition and highMuition schools by
ncreases tnat witl make the gap virtually impossible. And | have said so
betfore. .
If there s anyone who hasn't heard where | stand on this issue, let me say
here and now that | am unaiterably opposed to the concept that increased
tustions anyw‘here will lead to increased access for anybody at any kind of
institution! o ’

\\“ K
Further. let me retterate my belief imghé\gentury-old American tradition of

-~

‘tow-tyition, or no-tuition college educatign  This tradition has done more to

make postsecondary education a part of the Anverican life-style than has
any combiatior: of student assistance programs on the books, or in the
minds of any of those who have the wildest hopes for student assistance.
Youknow, too, where the family of average means stands when it faces up to
the question of how to send its Kids to school. It simply cannot do sowithout
heroic sacrifices it should-not be asked to make. But the needs analysis
systems that now are a featurs of every single student assistance program
deny assistange to those moderate-income kids because of the# supposed
afftuenceg. ' '

-
. -

There 1s. furthermore, a growing body of opinion in this country to the effect
that the only beneficianes of higher education are its graduates. And that
theory goes on that in the case of the tax-supported pubhc institutions
where the graduate has not paid. ip tuition, most of the identifiable cost of

141
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L4

~ tus education. hes the beneficiaiy of an undeserved subsidy, to boot! This

theory 1.; being pushed so hard now that $p another 20 years there might well -

be no ow-cost, state-sponsored institutions of higher education for your
children tp attend.

-

The proponents of this theory are concerned about the continuing financial
probiems of private colieges and they fear that many more such colteges
will be forCed to close their doors because they cannot-maintain
enroliments as long as a nation-wide system of state colleges and
universities offers similar educational experience at a substantially lower
cost. Their argument goes on to suggest that the way to “close the tuition
gap.” the way to make the choice between a community college, a state
university. or a private institution less a matter of cost is to narrow the price
ditferential - by raising the tuition at the public institution.

They co;ceae that this would. in and ot itself. work a hardship on the ¢
poorest students, for whom they propose a significant increase in public
substdy. But when they turn to the impact upon the middie-class
student—the young man and woman from a family whose incomeis in the
$10.000-820,000 bracket——t‘wey deny that the resultant two or three-foid
ncrease- tuhion costs would work any re@l hardship.

]

-

That theory. and that {p\roposed remedy-—increased Jjuition at public
mstitutions, increased subsidies for the very poorest %tudents. and the
honor of increased costs for the middie-class student—has been
enunciated by the Carnegie Commission on Higlier Education and more
recentiy by the Committee on Economic Development, arf organizatior
composed of the nation's most prosperous and most powerful business

and bankers.

.

i farl to tollow the chain of logic that leads from the proposition that the cost
of education must be lifted from the shoulders of the low-income consumer
to the conclusion that it must be transferred to the shouiders of the
consumer in the $110,000-820.000 income range. And to assert that doing so
would tower the financial barriers between pgstsecondary education and
the consumer 15 simple nonsense.

Let me tell you from the point of view of the Detroit area machinist who is
making over $12,000 a year and is working overtime to do it, from the point
ot view of the school teacher or the policeman or the accountant or the
salesman who has to moonhght to make ends meet, that it doesn't make
sense to suggest he ought to be forced to pay more of the money hedoesn't
haveto send his kids to college—inthe name of removing financial barriers.

~
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g m’tpk i would agree with the analysis that says.

t- An upper-income family can and will pay more to send s kids to the
schoot ot their choice, if it begins to cost more. They may not be
over;uyeb. but they will find the dough. -

2. The tower-income family is already out of its depth in trying to pay
college costs out of its own resources, so a change in tuition witl, in and
of itselt, mean nothing to such a family . Their only hope now, and their
only hope i a hugh-tuitton sttuation, 1s generous federal or state or
mstitutionat ad

* 3 Sowvirtually the entire toad of an upward shift in tuition policies woulid be

burne by the middle ctass.

My corresponde tites are hiled with letters from neople who are in the
$10.000-520.000 fncome bracket, and who don't knuw where to turn. They
are not faced with the difficult decision of whether to send their kids to
Princeton or to Michigan State. They arefaced with the difficulty ofsending
those kids to either institution. "
<

However we finance our public institutions, we are, in effect, imposing atax.
it'we support them, as we have supported them histarically by taxes spread
generally aver the public. then the question of equity depends on the degree
to which the state—or federal—tax system itself is equitable.

- There 1s no question in My mind but that the federal tax system—and most
state tax systems—can be made more equitable. The middle-class families
we are talking about bear a substantial share of those taxes atready. If the
tax system were truly equitable. and truly based on real ability to pay, the
middie class wouid stit! be paying more than would the poor, and while none
of us would enjoy them., | think most of us would agree that such tax burdens
were at least equitably shared.

But the fact 1s that the very poor aie rehigiied. as they ought to be, of tax
burgens by the fact of therr low incomes. ‘ghd the rich are relieved of thesr
share of tax burdens. as they ought not be, by the loopholes which benefit
unly those with very large incomes.

My favorite 'example. the Detroit area auto worker, can hirdly save a
substantial amount on his taxes by making a gift of his personal papers to
the Detroit Pubhic Library. The sweat of his brow and the effort of his bramn
which he must bring to his job are not entitled to depletion allowances
which can. by careful jugghng. reduce his taxes to a fraction of what they
mught otherwise be. He can't even claim a tax deduction for the tuition and
fees he pavs to send his Kids to college. Meanwhile, the executive of the

. .
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-

. company he works for can, with a cbmpétent accountant, cut heawily into

hus federal and state tax burden by a littie -'s_etective charity. including
sefective giving to institutions of higher education. -+

4
There are figures that indicate the current aid system is not providing *

access to a wide range of students. As an exampie, ! turn to the National
Commussion for the Financing of Postsecondary Education. The
Commussion Report shows that between 1967 and 1972, there was a slight
overall ncrease in the higher education participation of 18- to 24-year-olds
coming from families earning tess than $3.000. The participation rate for
students from families in the $3,000 to $7.500 bracket remained roughly
stationary. But in every other income category, the participation dropped,
with the biggest drops occurring in the $7.500 to $15.000 income group.

But the key argument against raising tuitions in the public sector oOf
pos:secondary education 1s neither the fact of its inequity to the middie
class, nor the fact that doing so would reduce access for the lower-income
student The best argument {0F a nationwide system of low-tuition or even
no-tuition public nstitutions of postsecondary education remains the
concept that such a system benefits the society more than it costs the
society

! would Itke to see the principle of afree, public education extended through
the 14th year. We should begin to look upon at least the first 2 years of
postsecundary education as a legitimate.area forthe expansion of the ideas
of free access, broad pubhc support and an ‘end to the degrading
requirement that a student must. in effect, take a pauper's oath before he
can recewve a subsidy.

Altan Nevins makes an interesting point which adds to the linkage between
what we think of as the Rublic school system and higher education. Nevins
points to the historical ;act that the land-grant colleges, in the Midwest at
feast. actually pr d the secondary school system in-time.

-

Let us Salute the sagacity of Maorsritt and his cofounders 0f our tand-grant chain of
colieges and umversihes Actually, to found these institutions before the
eslablishment of effective tugh schaoo! systems was not to put the cart belore the
horse. it was not 1o rear a castle wi 1ie air without supports Scund arguments could
be adduced for croating the umiversities forthwith. They calfed the high schools into
hemg. i *

|

' i
If we follow the temptation to raise a wall of financial separation between the
people and thewr public unwversities, | can see alessening of support for all of
education. including secondary education. as a direct result.

/
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Aithough most of my comments today and those in the past have dealt with
- the financing of public hugher education, | do not propose abandoning the
private institutions which are fundamental to American higher education.
L
| think my own subcommittee has an obligation, which it wilf take very
senously. to explore various ideas for the preservation of the private sector.
- and indeed, to help that private sector make its resources and its unique
talents even more broadly availahte to young people.

I have no fool-proo! plan. But | don't believe we are going to give much
further cansideration to the “answer” that takes the shape of higher tuition
tor students at public institutions. '

The Congiress has only a limited role in the fightto preserve low tuition. The

main area of action, of course, will be thestate legistatures. The bruntof the

battle will hg borne by the educators and the admmtstrators who are here

today

Let me suggest you entistin your cause the parents of those middie-income

students who are being urged to carry the entire weight of the educational
- system on their already overburdened backs.

in the tast analysis. in the field of higher education as in every other field, it is
precisely the inexpertvatue judgments of the public which will prevail, and if
we are to accept the basic idea of free government, should prevail. The
nterests that education legislation must serve first are the interests of the
students who use the system and the interests of the parents and the other
taxpayers who provide the system with all of its lifeblood.

Dr. John Rawnes, assistant professor of religion at Temple University,
recently wrote for Christian Century an article catlied “Middle America: Up
aganst the Wall and Going Nowhere.” | think some of Dr. Raines’ obser-
vations make a great deal of sense here. in 1949, he points out, 1 g8rcent of
the American people owned 21, percent of thagptal personal wealth in the
nation. During the past 25 years, while we have been comforting ourselves
with the idea that more and more Americarns are becoming affluent, that 1
percent has rarsed its share of total personal wealth to 40 percent or more!
Says Dr. Raines, "There has been upward mobulity in America—not at the
middle but at the top. which in 20 years has doubled its distance from the

rest of us .’

He further cites income statistics (already 6 years oid. so we can safely
assume that inflation has made them substantially worse) which show that
in 196 . 56 percent of the American families in the $7.000-$10,000 income
bracket. 67 percent of those 1n the $10.000-$12.000 bracket, and 75 percent
. Of those in the $12.000-815.000 bracket got there by having two or more
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wages in the famuly. In other words, according to Dr. Raineg, “Not massive
middie-class atfiuence but massive middie-class moonlghting—that is
what the figures show ™ \

I submut that middle-ciass Americans in famihies where both parents haveto
work - sometimes at more than one job, just to stay where they are~care not
going to understand the reasoning that suggests they are among the
wealthy and that they are not paying their fair share of the ¢
postsecondary education.

Let's remember while we are logking at this affivent auto worker—whos
wife has an office job. who probably has asmall equity in a hous@and owns

an automaobie he helped build 3 or 4 yearsago, and who owes a large bunch

of brils he and his wife ure barely able to pay at the end ofeachmonth—that
he 1s probably also paying a higher effective rate of tax, both state and
téderal, on his income-based wealth than the higher income professional
man. or businessman, whose true weaith may well rest more on property
income u;an on wage income.

Let's ook atthose figures. t0o. i you think we are creating a straw man here.

iR 1967. the same year as that from which John Raines drew the statistics
quoted above. the percentage relationships between wages and property as
a source of income weré as follows: ’

mcome cf $5,000 to $15,000—85% from wages. 12% from property.
income of $15.000 to $25.000—78% from wages, 21% from property.
Income of $25.030 to $50.000—47% from wages. 51% from 5r6perty.

Income of-aver $100.000—17% from wages. 82% from proper_fy.

Remember that the tax rate on property income averages 63 percent of the
tax rate on wage income. Remember 109, that enormous amounts of that
property tax derive from tax-free municipabonds, and other tax shelters,
and try to understand that the man whose Income derives mostly from his
own one or two jobs. and his wife's job, is not goiQg to be impressed when
we tell him that he is being “subsidized” because he is not charged most of
what it costs to educate his kids at a university his taxes paid for. .
Let me stay with D¢ Raines™ article briefly, because he presents us with
some very disquieting evidence about the life-style of these supposedly
affluent. supposedly upwardly mobie, middle Americans. Let's ook @ he
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does at the 1871 Bureau of Labor Statistics “Intermediate Level of Living”
budgat. and see how an urban family of four with an $11,000 income really
lives ’ .

L

First—atmost $2.000 of that income went to taxes.

$50 aweek wentto food When those figures were compifed that meant meat
three times a week—mostly hamburger. | suspect that 1s a dimly
remembered dream for many of these families today.

§219 a month went to housing expenses, including utilities, mortgage
payments, furmture, repairs, etc.

$612 a year went to medical costs.

Aimost $1.000 a year went to transportation—which is mostly the cost of
getting back and forth to work and the grocery store.

A little over $1,000 a 'year went to clothing for this tamily of four.

$§563 a year went to insurance, union dues, Christmas presents, and
chamable contributions.

$684 a year went to amusements, including payment for the TV, to books
and records and newspapers. a vacation, and school supplies and toys!

THAT s the bhfe-style of an American family which the academic
economusts tell me is "above‘the median.”

 THAT s the hife-style that some bankers, attorneys, and industriahsts think
¢an be made a httle more austere sO that these "upwardly mobile”
Americans can avaid themselves of the privilege of an education for their
kids

THAT s how the people live who are accused by some economists of not
contributing enough toward thewr own kids education, andthe education of
other people’s kids. too. '

#

Part, of course, of the rationale for seeking higher tuition payments is the
acceptance, perhaps out of pure pessimism, of the idea. fervently preached
by the presentadmmistration, that we have reached the highest levelwe can
hope to achieve in the pubhic support of postsecondary education. and that
the only alternative 1s the rearrangement of those resources in more

- bhenetcial ways. . -

.
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{ am not suggesting any bad faith or evil motives on the part of those who
accept, as graven on ~tone, the view of public priorities which has the
blessing of Richard N.xon and Roy Ash. But we do not have to assume that
we have no more ~ssources 1o put into education. it is possible to lower
financial bar 2. s at the bottom of the scale, without raising them further up
on that scale. And there 1s untapped wealth at the untaxed top end of the
income scale which can be used to help pay the costs of public education.

B‘ut. aboye all. | am suggesting that the economusts’ assumption that
educatfon benefits only the student is wholly unpraven!

f
s

I admit the vahidity of the argument that a college education substantially
ncreases a student's likely income. The figure | have seen most
emphatically offered is that a college degree holder will likely eatn. over the
course of his hifetime, something over $400.000 more than the average high
school graduate. | am™ot sure that figure takes into account the effects of
intlation either inderms of money orinterms of job credential requirements,
not am | sure to what degree that figure may be attributable to the personal

* drive and ambition that caused the degree holder to go to coliege inthe first
place. But let’s assume for the sake of argument that the degree itself
produces that $400.000.

My answer 1s "So what?”

The highway and the subway are both financed, in 2 je part, by nonusers.
in 1971, the United States government subsicdized 13 regionalairhinestothe
Tune of $63.000.000, and ye are subsidizing shipbuilders. airports, and the
sale of wheat to Russian consumers! The tax system is filled with provisions
which subsidize the home huyer. the borrower of money, the motorist, the
user of :nstallment credit, the contributor to churches and nonprofit
organizations And not least among the beneficiaries, of this latter kind of

pubuc subsidy 1s the benetactor of the private educational institution.
¥

-

® .

1 am ‘not singiing out lax subs.&fe‘s orcashsubsidies tor criticism or defense.
Whatever the mengs of any one of them, we can all agree, at the very least, /
that the individuals who claim each of these tax or cash subsidies personally
benefit from the act:vities subsidized. And some of thoSe who do notbenefit

. directly and individually from such subsidies are among those whose tax

v payments are needed to fund the cash subsidies and replace the fax -

\ subsidies But a subsidy is justified—or not—in terms of the benefitto the,

; public as a whole. And until we are ready to abolish aitogether any form of

- subsidy to any activity which benefits any individuat personally, then | think -
we have a long way to go before we can begin to justify singling out the
student and his family for this exercise in moral regeneration.
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I submit that we do not spend money on education—we invest it, and |
submit that we have done so since the origns of this republic, and we have
done so knowingly and wisely. The Northwest Ordinance, the Morrill Act,
the long kst of federal and state and local decisions to put public money to
the most fundamental of public purposes—-the education of children—all
these bear witness to the validity of a concept that we are now being asked
to discard. so that we can trim our educational asptrattons to the
Procrustean dunensions set by the Budget.

I think John Dale Russell made the point best in 1960, when he said:

The reason tor the support of education out of the pubhic treasufy s thatanimportant
pubhc benelit 1s produced In these ttmes there should be no question whatever
that education beyond the hugh school {Qr a great many young people is as essential
t3 the pubhc wetfare and security as eddcation of elementary schoot or at the end of
the fourth grade

o
There, | suggest. you have the argument in a nutshell. Either the education

system benefits the society as a whole. and access should be truly
- universal, or it benefits only the student, and he shouid pay the entire shot.

it education benetits only the indvidual then we are beggaring ourselives as
taxpaycrs to provide an expenswive system of education, from the
kindergarten through the 16th year. or beyond. which ought to be made
avatable only to those who want to, and can pay for it. If that premise is
correct. then there is, indeed. no justification for the public educational
nstitution. and none whatever tor Yve money-losing private educational
mstitution i that premise s nght indeed. education should be wholly a
profit-making enterprise. and Harvard and Macomb County Community
College shouid poth start making money. or go into the drink.

But i that premise ts incorrect. if as we have always believed, and as
Whitehead so eloquently said, “The race which does not value trained
infethgence 1s doomed,” then the society itself derives a benefit from its
educational system far in excess of any investment that can be putintoitin
advance by its immediate chentele. And if this 1s the case, | suggestthatour
job s not to try to accustom ourselves to today's small visions, but to raise
our eyes to the goat of a truly universally available educational system
without cost barners

| think we ought to-—indeed, | think we must—try to create the opportunity
for every Amenican, whatever his background, whatever his economic class,
whatever hus age or the point he has reached in his career, to have access to
a tuli range ofpostsecondary education opportunities. to the full extent he
can benefit from them. The kid just coming out of high school. the mature
person who wants to change a career or who finds that his career has been
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threatened by technology, the person approaching retireme
live a richer life—to each of these the doors of postsecon{ary education
must be opened. and kept open. (
And an indispensable element of this, an element mthout whjCh we canno
remain where we are, much less move forward, well-financed,
nationwide system of low-tuition or no-tuition state universmes. colleges,
and community and junior colleges. That element is no less vaiuable than
the indispensable system of independent institutions which must be
strengthened and preserved to provide a wide variety of choice for those
secking an education. | accept the proposition that private education
should not be priced out of the educational market place.

We need aur entire educational system.

There 1s more need for education, for competent teaching, for research, for
the sparking of intellectual curiosity, andtortfaining in job and professional
skills, than we can hope to provide with the educational system we now
have. The widespread acceptance of the idea thatthe demand—indced. the
need—for our educational system is shrinking is a counsel of despanr on
wmch we cannot buitd our educationat policies.

The Amernican people will support, as they are already supporting. a
broadly-based, open educational system. And they will support it more
readify # its costs are spread across the society it serves, and not
concentrated whoily on those who happen at the moment—as
undergraduates or graduate studenits—to be “using” the system.

The Americari taxpayer has earned his reputation as one of the most patient
and !aw-absdmg‘pe'ople'in the world. He pays his taxes. even when he¢isn't
altogether sure that he approves of what they are being used for. He knows
he 1s paying moretaxes than his president, and suspects, rightly orwrongly,
that he is paying more than his banker, his doctor, his lawyer and perhaps
even more than the economist who is pontificating on how well subsidized
that taxpayer st Telt thattaxpayer that he has to help a little more to openup
the doors to college for his own kids and everyone else's, and he will
grumble. but he will help. But you tell him that the sacrifices he is already
making. apd the new ones you want him to make are not to help his
kids- -that he and his children are too "affluent” to need help—and we may
have a vgry vivid bicentenmal observanon of the Boston Tea Party!

But t think we can avond that kind of confrontatuon betwéen those who want
to save the vatues of a mixed educational system, and those who will/inone
form or another. have to continue to carry the ioad. | think we can, without
doing violence to our institutions, or stretching our legisiative ingenuity out
ot shape. come up, with educational finance systems which will be
conssstent with our own educational tradition.
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Chapter 6 -

STATING THE CASE

~

A State Chancellor:
Some Preliminary Comment' on Postsecondary Tuition Levels

G. Theodore Mitau

Several tactors have lately served to foucus increased (nterest on the
guestion of tuition levels for postsecondary education, They include: !

t Stable ar in some cases. declining enroliments
]
i

¢ Frmancial diticuities of private cotleges

3 Ditticutties encountered by PhDs in the job™market !

4 Teacher surpluses in elementasy and secondary schools

5 The contention that many young peooie of marginal academic interest
and abiisly have been directed into our colleges nstead of vocational-
technical programs

-~

- ]
6 A reordenng of legisiative prionties away from education in favor of
frituticn cnntrQﬁ urban masy hanst, improved ‘aw enforcement, and
other aicds 1or which the pLoin seems to be caliingfor increased funding

~§

Pressures toincrease funding ofetementary and secondary education to
counter inegquities in local property taxes ,

‘, ' i

Beyond these tactors ot course. the work of vanous commissions and
committees has served to bring additional attention to the question of
tution levels Those study groups incluge the Carnegie Commission, the
Committee on Economic Development, the National Commission for the
Financing of Postsecondary Education and the Newman ©ommission its

Q 153
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agamst the backdrop of these and otherrstudies one now considers the
historicat perspective of tution fevels:
[}

Between World Wars | andti the number of high school graduates who went
to college waselatively smali. Those who did attend typically financed their '
1oliege educafion through part-time work and help from parents orthrough
some combination of scholarship and financial aid. Tuition was relatively
low and the ratio between public and private rates varied from about one to
two or perhaps as much as one to three. Major institutional support came
primanly from state government, private philanthropy. and churches.

The post-Worltd War Il era was dominated by two occurrences. The G.1. Bill
of Rights became the {fuse which detenated the “enroliment explosion,” and
the successful launching of Sputnik 1n 1957 d-astically altered the way in
which college education was funded. Federal aid to students was vastly
expanded through grants, contracts. and loans. Increased institutional aid
was made available through research grants and assistantships, and for
bricks and mortar. Colieges and universities became more aggressive and
professional i thewr fund raising. and state and local governments
significantly expanded ‘their appropriations for the support of public
institutions At the same time, tuition was increased year after year by both
private and public institutions. '

In the later 1960s institutional aid became the agreed upon funding
approach of the educational establishment. Colieges and universities
needed funds to meet the steadily rising costs inherent in the new
challenges presented by unprecedented enroliment totals.

But after 1970. the Nixon admunistration piaced heavy emphasis on the so-
called “market mode! " The ratiunale was that in a free society it would pe
best to provide federal aid directly to students. They could then exerCise
personal choice by taking their grants to any institution. It was argued that
low-income students would be helped significantly by loans and grants; the
poor and needy would require some degree of subsidy, possibly by
increasing tuition for students who came from middie- and upper-class
. tamilies
N

Some viewed the market model as a means of narrowing Ithe gap between
public and private colleges by providing access to all students including the
most needy Further, it was saig that students would be able to influence
collegiate institutions as never before as colleges and universities sought to
be more responsive 0 ‘student-consumer expectations.” ’
Others took a much less optimistic view They said college graduates return
their tuition to society many times over through the higher income taxes
their increased earning power generates. The anti-market mode! people
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rested their case by saying it is in society's interest to make it as easy as
possible for a targe mass of student enroliment in postsecondary education,
and that a more highly educated electorate provides a civic culture of
benefit to all.

it 15 also true, of course, that th?re are no assurances that the monies
resuiting from higher tuition rates would be recycled by governors and
legislators into education. Indeed, would they not be more likely used for
competing social services as public spending priorities change?

Other practical guestions arise with implementation of the market model
having to do with guidelines to identify middie-class students; the issue of
duat incomes when husbands and wives both work: the' question of
detinition of a middle-class family income; the issue of eligibility schedules.
and the political unwillingness of segments of heavily burdened middie-
income waje earners to maximize earnings when they discoverthat someof
the:r nwn children's tuition would in effect be redirected toward the needy
of poor students B

Advocates of higher tuitions must also address themselves to what that
would mean for the larger number of students who are self-supporting, for
the older marned student who might have to forego full-time studies for
part-time, and for the concerns of oider citizens who may seek additional
education in order to change careers even beyond midstream.

Toincrease student loan monies to meet higher costs breeds another set of
problems. These problems relate to such questions as the desirability of
increasing the number of heavily indebted students. the issue of
intergeneraticnal financial justice, the nature of student indebtedness at a
pointin their lives when other long-term commitments haveto be assumed,
and the inflationary effect 9f loans on tuitions

Many old-time pohiticat populists—and | would rank myself among
thom -pehove b2l ivw tuition emphasizes the social benetits of public
education. They argue that we need t:)farouse more people to the kinds of
problems whiw.iv our nation faces tn a world characterized by simultaneous
revolutions—social, economic, and technological.

Surely this 15 a most inopportune moment to desert a8 marvelous system of
mass higher education, one which may well be theworld's firstexample of a
public commitment to an educated electorate.

For. as Steven Bailey wrote in Ethics and the Politician, “The ultimate
ethical postuilate of a democratic society is not that man is good but that he
13 capable of gooc. Not that man is free {ron, worruption but that he is
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desperately sick of st'; not that man has created the good society, butthathe
has caught an unfoigettable ghmpse of it.”

Thiss not the tune to abandon the tuition policy which has made it possibte
to prowvide increasing numbers of Amernicans with something of an
unforgettable glimpse of what a good soctety could be all about.



A University President: ' [y
Where Do We Gofrom Here? ,

[

. Harold L. Enarson

N

= It s a gubious honor 10 be the "windup” person on this extraordinarily
stimutating program. Last week | attended a regional ronference in Detroit
- atwhichldebated with a high leve! of spiritand a low level of information ithe
report of the Commission on Postsecongary Education. Years ago | gave up
an the probiem of trying to read all the things thatcome across my desk. and
now have difficuity reading even the tables of contents. Sd'onthe way to
Detroit 1 just thumbed through the table of contentsof that report and, ot
course, saw just enough clues totickle all of the old fantiliar prejudices. | feel
simularly disadvantaged today because | tried to read the statements even as

I hstened to the debate.

My assignment was to answer the question, "Where do we go frgm here?” |

‘am tempted to be trivolous and suggest that we go to the airtine terminat,
check our ticket reservations, and go home to the problems that we are
neglecting there Rut that s strictly on a cost-benefit analysis. Seriously,
think we do owe a debt of gratitude to the cooperating organizations which
have put this conference together. and | think we should also be grateful to
the Amenican Councit on Education for its long-developing statement on
the contested. matter of tuition levels dnd possible state aid to the prwate
sector

i waufd like to make several observations on this whole matter.

First observation | thunk the danger in conferences such as these is that
they tend to be rendezvous of the faithful. But | really believe in thig instance
that our cnitics wyl make-a mistake if they see this conference as only a
defensive reflex agamst external assaults on our own true faith. The superb
papers that were heard tdday are not recitals of shared convictions. They do
represent a determined eftort to think through. ance again, the mteltectual
bases of our taith in fow-cost tuition.

| would hike to make a brief personal reference, and | suppose that the story
could be duphicated around this room. | attended a one-room schoolhouse
in rural lowa free, at a time when farmers inthat area were desperately short
of money | attended high school in Albuquerque, New Mexico, in the Great
Depression at a time when the taxgayers 1n Albuquerque were desperately
short of money. And finally. | was able to attend, at a trifling cost, the
University of New Mexico for 4 years, again 1n the midst of a Great
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Depression. Somebé‘&y ieved in the vaiue of higher education. Nobody
‘was troubled by cost-benelt analysis. The. earlier, simpler, and clearer
thinking society knew in its bones that education and opportuhity for the
inchividual also meant a better society.

Second observation. | think the conference is 3 years late. We have let our
critics once again take the tattle to us, and | would assert that except
possibly n professional football, depnswe warfare is essentially a very bad
game. We have failed miserably to'see the magnitude of the threat; and |
think we have nere another demonstration of the siow, siuggish, too httle
and too late response.of our Washington-based national organizations. (1
hasten to add they are murror images of the universities.)

The battle against rising tuition did not begin with the Carnegie
Commussion and the CED reports. In my view we have been stowly but
inexorably losing ground i this regard for a number of years. In state after
Siaiv aroungihie Groat nation we arestill losing the battle for low tuition. We
have failed to ariculate in clear, confident, strong terms the casefor greater
public support 6f quahty education in our state universities,

Third observation. The key, underlying premises articulated in both the
Carnege report and the CED report have now been effectively demolished.
We now have an intellectual and factual base for criticism. To put it very
simply and crudely, we have at fong last assembied the intellectual argu-
ment needed tn our arsenia! of weapons.

Fourth observation. It strkes me that both the CED and the Carnegie
reports took us down a blind alley. They posed unanswerable questions
which we have. labored mughtily to resolve. These imprassive documents
contamn withit themselves concealed value judg ents whicCh are in no way
related to the impressive body of statistiCal charts andtables and assertions.
And worst of all, they led us into that most ancient and treacherous debating:
trap - whether tn a battie with gue's wile i une's employer or anybody
else the eildber.or ssimphcily.
. R

How tan grown folks seriously enter into a discusston of whether higher
vducation primarily helps the individual or primarily helps the society? A
moment's observation, whether of an indwviduatl or the world around you,
ought to suggest quickly and clearly that the assistapce is to both—afd in
w!iys that are forever beyond reach of measure. By posing amposs:ble
questions. however plausible. the new breed of economists led us into a
bhnd alley

i think of a recent experience that we had 1n Ohio, where we toc have astate
regents task force on higher education. | am on the finance subcommittee of
that groug YWe sat there taking testimony one day, and ! waz cnchanted to

.
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watch the antics of three young economists who camainto the room with alt
thg exuberance that one associates with somebody who has just returned
from the Klondike. They had discovered, would you believe, by. a study of
tax returns, 8tc . that people who were more highly educated earn higher
ncomes in their tifetimes. That's right! They had discovered that, and really
wanting to be helpful to-our group, they had assembied some tabies which
further documented the obvious. Their solution was, of course, a loan
system. They took an hour and a haif to make this presentation, and when
they left the room., they still didn't understand that they had never defined or
articulated the premises of their thinking. }nd it was a sad thinag.

To put it another way, we have tried to meet those economists on their own
terms. Thankfully, those economists have not yet tried to assess the value of
the newborn baby .or the American wilderness, or the Metropolitan Opera,
or the social value as coptrasied with private value of happy marriages.
What then is the value of a doctor, or a lawyer, or a pope?

Fifth observation. The battle has now shifted to thg.states. As the storm
passes over at the national level, we could have sad reenactments of this
empty kind of debate in many ofthe 50 states. There are two ways to think of
the Carnegie and CED reports. One is to take them seriously and deal with
them in an inteliectual frame. We have done that at fong last. The other wav
to.deal with them Is to |00k at their impact on the thinking of the vieCtorate
and the people in the state leqislatures. Whether the authors ofthese reports
hke 1t or not, the practical effect of:- both, in my judgment, is to raise
questions that seem fair and reasonable on their face, and yet which are
impossible to answer with any pracision. To be more direct about it, the
practical effect of both reports is simply to weaken those of us who struggle
against tuition increases in the states, but not to answer the uitimate
questions.

Sixth obsewatlon\ The plea for low tuition 1s much too simplistic and

argumentative, except perhaps in a college seminar. Can we. the pubhc
universities, really hope to freeze tuition at present levels indefinitely in the
face of substantiat annuatl inflation? | doubt it. it occurred to me as t was
listening this morning that we just could stumble :=i. wie worst of both -
possible worlds—namely, frozen tuition backed by strong resistance of
students on the one hand, and meager and crippling support from state
leqisiatures on the other. And here, if | may. | would like to share with you the
experience in one midwestern state. Ohio.

For the past § or 6 years in Ohio, we have been going through essentially the
same painful process. The presidents make solemn pleas for added state
dollars, and the legislature at long last passes an appropriation. All of our
firm public declarations against tuition increases become naught, however,
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when we lo0k at the pressures within the university for increaset support.
So we turn with a great reluctance. and smpose a new tuition increaso onthe
student

That was the socal rituat which characterized the budget process in public
nigher educatien in Ohio until the last session of the generai assembiy.
Apparently, in this session we hit the resistante point on increases in
student fees. An awkward and [oose alliance of students, parents, liberal
leqisiators, and presigents managed to'persuade the general assembly that
they cught to hold the tine on tuition charged for both years 1973-75. And
beheve it or not, we actually persuaded a legistaturetoincrease support per.
student in the range of. as | recall’ 5'. percent per year. To this day it
astonishes me that very few in the legisiature realize that when you support
per student expenditure increases at the rate of 5. percent, you necessarily
require Increase in state supportonthe order of perhaps 8,9, or 10 percent.

Now this budget has forced serious retrenchment on our universities, and
the second year will be much more difficult than the first for reasons you
well know. Now comes the infiation and the energy crisis. | don't think for a
moment that we can replay the drama of 2 years ago in Ohio; not when
inflation s running 7 and 8 percent per year. Weface an utterly cruelcho ce
as adnunistrators in individual institutions. We have both the undeg-
standable student pressure for hoiding the line on tuition, and the facuity
msistence that salanies must keep up with inflation.

-

Parenthetically. | would add just a few suggestions to Dr. Van Alstyne's
paper In addition to increased costs for minimum wage, which she
mentioned, | would add those for utility bills. The increased cost of utilities
1s simply gomng out of sight.

Ot course another factor that is gomng out of sight 1s increases in the cost of
hbraries My own solution to this imposstble prgblem (or rather my own
suggestion} 1s that we stop talking about no more increases in tuition and
turn instead to the student’s fairshare of the cost of instruction, If the overall
budget s going up 10 percent. then | would argue that both students and the
state should share 1n that cost: though | shouid add that { don't thmk for a
moment there s any perfect ratio in terms of these shares.

Seventh observation. This 1s a highly personal observation The national
debates as symbolized by Carnegie. CED, the Newman Report, and the
Commission on Postsecondary Education—waere simply out of phase, out
of tocus. with the kinds of issues and concerns that | detect asi talk with our
legislators. | dont hear anybody in the Ohio General Assembly talking
about the social benefits of an education at Ohio State University. | have
never heard a legslator talk about “cost-benefit” analysis. | doubt sf more



STATING THE CASE 161

1

than a few have heard of the Carnegie Commission report or any of these
other reports. And you can be sure they do not intend to read them.

Yet, they are concerned with better management—but they are concerned
about 1t in very humanterms. They hear about a professor at Ohio State who
1s moontighting. and they don’t like it. They hearfrom some constituent that
a professor so-and-so hasn’'t met his classes for the tast 3 weeks because he
is taking atour of Russa, and they don't like that. itis onthat fairly elemental
level that they are concerned about faculty workload, and so forth. The
other real concern—and | would arque that this is a8 fairly general
phenumenon—relates to tinding additional spaces in law schoot, medical
school, dental school, physical therapy programs, and in other areas as
well, for their constituents. That's what legislators are taltking about in the
corridors i

4

Eighth observation. in my judgment we are =till papering over a really basic
unanswered question. What is the rationale for state support of private
‘colieges and universities? The ACE statement seems to meto conceai more
than it clanfies. It simply papers over and leaves to each individual state this
extremely difficult question of how to fashion a system of state support to
private colleges and yniversities thatis truly in the public interest. A number
of the programs w¢ nOow have on the statute bpoks aresinTply exercises in
camouflage and conceaiment. designed to provide indirectly what the state
1s reluctant t0 do directly.

And finally, my last observation (for whatever it is worth) is that we need a
new. agenda in higher education. The debates and the discussions that
circulate and swirl around these recent reports do not provide a useful
frame of reference as we move into the state battles torestore confidence in
higher education, to keep (or achieve) low-cost tuition. and to garner addea
financial suppor‘t. -

-

{ don't have thetims or thetalent to design that agendafor you, butf am sure
n snould inClude the degree of response that the universities have to
emerging needs. | think it must somehpw dea! with matters of quality, and
with matters of expansion of opportunity into those areas where there is an
acute pubfic concern.

We have developed in the past 7 years in Ohio under the board of regents
(desgite considefable wastage in the process) a comprehensive system of
postsecondary education. We have. in many reports ofthe board of regents,
impressively detailed data; storehouses of quantitative data on student

!
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.

.

credit hour praduction, on the utihzation of offices at 8:00a.m. throughout
the state of Ohio. and the like.
. |

Nevertheless, § would make this conclusion Yesterday's agenda s never
good enough’ : '
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ACE STATEMENT ON TUITION POLICY

The * Amenican Counciyon Education is deeply commutted to two
fundamentat goals. The first 1s the social goal that all those seeking
postsegondary education haveaccess to a broad range of opportunities; the
second s an educational goat to assure high qualty postsecondary
education in Amenca through the healthy coexistence of public and private
institutions. The council believes tHat public policy must not waver in the
pursuit of these goals. Recent debates about desirable levels of tuition in
pubhic institutions have threatened to pit these two essential propositions
agamnst each other

Private education needs substantial help if it s to maintain is
vigor—inctudimng help from pubiic sources. ACE is committed to the task of
seeking solutions to the present financial plight of the private sector. Along
with the publc sector, private postsecondary education is contending with
staggenng financial burdens induced by intlation, the energy crisss, and
iimited sources of revenue In this context of financial need. tuition
mcreases tn pubhc institutions have been proposed as a means of assisting
private mstitutions. through reducing the competitive disadvantage of
private inutitutions 1 attracting students. ACE does not believe that
accelerating the rate of increasen tuition wiil have the predicted effect. its

- eftect wiil be to heic*an the financial barriers to education for everyone,

but particularly fc e student from mddie-income families. The
predictable net result uf increased financiat barriers will not be a shitt ot
enroliment to private institutions put a decrease n ease of access to all.

To help private education A(igendorses a pohcy of basic public supporttor
a part of the costs of educating students in private institutions. A yudicious
mixture of student loans, scholarships and fellowships, and cost-of-
mstruction  grants - the costs shared by our state and national

governments --can assist our private instituttons without increasing the -

costs to students in the nation's public colleges and universities, many of
which are already seriously overburdened

165
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-ACE feels it necessary to make a statement at this time because many state
legislatures are presently considering substantial tuition increases in public
nstitutions. In pan such increases are being justified as consanant with

. magor reports on the squbject of financing postsecondary education issued
by the Tarnegie. Commission and the Committee on Economic

Development These important and complex reports, differing widely in the -

substance and timing of many of théir recommendations, but both
associated in the public mind with a conscious policy of increasing tuition
and fees over time in public institutions, are subject at present to vigorous
analytic debate within the scholarly community. ACE 'is convinced that
immediate reliance upon setected portions of these recently issued reports
for immediate policy direction is premature

Both repons accompany their somewhat differing recommendations
conicerning tuition increases with recommendations for compensatory
rehief for low-income students. ACE is fearful thatthe net political effect will
" be anncrease in tuition without the relief. Already existing pledges of aid to
help low-income students are woefully underfunded. Hard-pressed
institutional funds are unlikely to be allocated to increase student aid. As a
consequence, an Increasing number of students will be obliged to limit their
educational choices or to incur even heavier burdens of debt, or both,

ACE recognizes that other arguments are advanced for increases intuition.

Both the Carnegie Commission and the Committee for Economic
Development argue that a disproportionate share of the benefits of public
support for highier education go to middie- and upper-income families and,
therefore. that it would be more equitabie to raise tuitions and to offset
tuitions with increased assistance for fow-income families. As we have
indicated above. we believe this assumption that increased aid witl
automatically accompany increascd iuition is tenuous in the extreme. But
we beheve equally fervently that inequities in benefits to different income
groups can be met in other ways. including taxatson To quote Howard R.
Bowen. we should not ““convert the educational sy§tem into a device for
redistnibuting income.” The effective way to achievea fairer distribution of
the benefits of higher education is to keep tuttion low at ail mstttuhqns and
to work harder to broaden access to all institutions, public and private.

ACE believes that the moves to accelerate the rise in tuition rates in public
institutions are dangerously divisive. The council believes that private
education should support low public tuition and that public education
. shouild encourage the use of public funds for the assistance of private
education

The Congress took a major step towaWattamment of the twin goais of

"’

equahzation ot opportunity and diversification of option in its enactmeﬁm .

the Education Amendments of 1972. The promise of that legisiation awaits
fultiliment through funding action by the administration and the Congress.
Our collective effort should be to secure that fulfitiment.

~
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Appendix 2

AAC STATEMENT ON TUITION POLICY

The Board of Directors of the Association of American Colleges views with
grave concern the threat presented to ail of higher education by the divisive
effect of current arguments about tuition charges in publicly-controiled
tnstituhions

The Board s distressed by confusion and misapprehensions arising in the
debate. and it takes particular note of the fact that pricing 1s but one of the
imporant factors in the complexities <1 pohcy on the financing af higher
education

The Board recognizes that the states, in therwr various approaches to the
tinancing of colleges and unversities, face difficult problems in providing
the funds necessary to support these institutions, and acknowiedges that,
for reasons beyond the purview of the institutions, tuition charges in public
institutions are tending 1o rise.

But this Board 1s convinced that it 1s tusory to believe that this tendency
offers a sulution 10 the financial problems of privately-controlled insti-
tutions or that an effort to assist private institutions by increasing tuition in
public institutions . however well intentioned, can be effective.

The only course of pubhic pohcy that will contribute ef{ectively to solving
those problems in a manner fair tathe interests of students, institutions and
taxpayers ahike 1s a truly comprehensive program of student aid that will
nabte the collectivity of academic inshitutions, pubhic and private, to offer

_-~Students. reqardless of social and economic status. unjlettered opportunity

for pursuit of thewr educational goals
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Appendix 3 . -
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A JOINT STATEMENT BY AASCl{ ANb NASULGC
Financing Higher Education

Low Tuitlon: The First Priority

it s anrony of our imes that some who champion more nearly equalaccess
to post-secondary education would first of all destroy a principle—noor low
tution—which histarically, through pubtlic coueges and universities, has

provided an open door for Jil. :

The record s clear. The first pubhc university was founded in the 18th
century. The normal schools and teachers’ colleges. many of them
forerunners of the present state colieges and universities, came early inthe -
19th- century. These institutions, together with the land-grant colleges:
established under the Morrilt Act of 1862, greatly expanded opportunity for

the children of pcor and middling families and offered a diversity of courses

never seen before. The rapid expansion of the community college

movement s part of the same thrust for broader access. in our own time, as

enroliment has quadrupled since 1948, the percentage enrotled in pubhc

institutions of mgher education has increased to about three-quarters qf all

students, attencfmg co!!ege !

Now higher eduuahon-——aﬁ higher education, public and private—faces
grave financ:al problems . The public institutions risk erogion of programs,
quakty, facihties and salanes. Many private institutions hazard bankruptcy.

We are concerned about the good health of private institutions ‘as we are
about the publhic. We support a diversity of types of institutions. The
necessary support should be tound for all who need it. The six national
associations, representing among them nearly all the colleges and
unwversities in the nation, have consistently advocated federal aid to
institutions based on a fair formuia as the best way to enhance the quality
of higher education as well as assuning survival of institutions. But we
oppose totally the congeries of proposals which purportedly would "save”
private institutions by raising tuitions at publie ones. We betieve that the

K]



APPENDIXES 169

most effective means of expanding educationai opportunity is to keep the
cost of educatsOn to the student as low as possible

The champions of high tuition for atl students are attacking a system of
financing higher education —pubhic subsidy to public institutions —whichis
a proven success with a counter-strateqy based on a series of related but
unproven assumpations about the consequences which would flow from
increasing .public tutions It s noteworthy that the national board of the
Assoctation of Amernican Cotlleges, which inciudes in its membership more
than 700 private colleges and universities, stajed at its recent 1974 annuat
convention that st 1s "iflusory” to believe that raising tuition at public
colleges would be an effective way to heip private institutions.

There is no proof that higher tuitions at public institutions would send more
students to the private inshitutions, nor that more students necessarily
would solve the problems of the private schools. The argument that states
should increase tuitions in order to provide more student aid is specious;
state governments.would be free to spend these funds any way they please.
And so they shauld be. that 1s what federalism means. Moreover. it should
not be forgotten that historically the states have been the principal
supporters of public education and stiil are. .

With increased tuition. governments must make ever-higher grants to the
poor whadhen can get post- secondary education oniy by becoming wards
of the state
-

That part of the so-calied ‘middie clags” that has smail incomes has no

choice but to borrow—f 1t can find lenders—at high interest rates.
" Moreover, experience showsg that many gf these families have had bad times
with debt and are reluctant to borr
The true middle class—those who can pay high tuition from income or
assets -wifl pay taxes that are used to educate other people’s children and
pay fully to educate their own children. Fairness suggests they should pay
both through a progressive ingome tax.

The true victims of ungreased public tuition clearly would be the lower-
mcome, middle c!ax{s ho cannot pay high tuttion and whose children are
" not ehgibie for public student assistance. We want to keep the door of
opportunity open to them

The Education Amendments of 1972 reflect the desire of Congress to help
students from low-income famities. They also reflect the congressional
desire to help maintamn institutional integrity —through various categorical
programs and the prowvision for cost-of-instruction grants to accompany
federally-assisted students We believe both goais must be supported by
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Al

those who believe th.* both society and the individual are served by
education .beyond high school.

. These Associations and the institutions they serve, which among thewmi
teach more than half the studentsin American colleges and universities, wll
not waver in their defense of a pringiple that has enabled them to maintain
guakty and diversity while extending opportumty to an ever-increasing

number of young Americans.
L

~a,
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Appendix 4

GUIDELINES FOR PUBLIC SUPPORT *
OF COMMUNITY AND JUNIOR COLLEGES

A Report from the Committee on Financing /
American Association of Community and Junior Colleges

A coordinated system of finance recognizing all efements of higher
education is- necessary. Howéver, our assignment is to recommend
guidelines for public support of the types of institutions that make up the
membership of the American Association of Community and Junior
Cotleges.

u .
We endorse the view that since there are different jgvels of social needs and
varying institutional costs, there should be different levels of public
responsibility with respect to higher education at the tower division, upper
dwision, and graduate levels. \

We reaffirm our belief in extending educational opportunity until it is
universally asgilable to the associate degree level. The diverse oppor-
tunities and resources of both public and private institutions should be
utilized to achieve this universal access.

We believe in the wisdom and value of the diversity of state patterns that
nave emerged from various local traditions and state planning effortg.

‘We see these ele nts in our environment for the next few years: (1) a

growing student population made up of persons of an increasing diversity

of ages. incomes, and nterests, since all persons in the community are
otential students, (2) a growing demaud for additicnal programs,
specially in the occupational and continuing education areas.

Finally, we agree that responsibility for hnancmg postsecondary education
should be shared by a combination of publuc and private sources. Among
the sources that should be used--in different combinations and in different
ratios in the various states and in various instity{tions —are federal, state, and
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local governments, and private sources, including individuals and
organizations. .

Against this backgrountdt. we make these recommendations:

1.

.

Student tuition in publiciy supported community colleges should
remain fow and, where possible, there should be no tuition charged as
1s the case in California where more than one-fourth of the students in
the nation's community colleges are enrolied. Tuition in privately
supported junior colleges may, of necessily, be higher than tuition in
pubtic colleges, but should not be prohibitive to middie-income groups.

Local and state contributions to publicly supported community
colieges should continue to carry the primary burden ¢f supporting
these community based institutions. The patterns of local and stale
support vary among the fifty states because each state has worked out
s own system and this is as it should be. The important thing is tha*
each state's pttern should be based on careful study of its resources
and needs and a master plan developed with broad participation in the
planning activity. i

. Among the resources that should be taken into account in state plans,

are the existing privately supporteg junior colleges. Locai and state
funds should be available to heip support services offered to the public
by the prnvate sector where such action can avoid unnecessary
duphcation.

. Community colleges are distinctly community service institutions and,

as a first priority, should be closely identified with their localities.
Recognizing the digirability of state planning and of accountability to
multiple socurces of support, it is fundamental to the nature of the
institution that control remain as close to the community as possible.

Federal support of community and junior colleges should be in the
nature ot additional resources, over and above the base support
provided by local and state governments, with special emphasis on
strengthening nstitutions through institutional grants and increasing
access for low-income families through grants directly to students,

individuals and organizations shguld be encouraged to make private
contnbutions to those institutions that they feet merit their support,
Specal attention should be given to those institutions that depend on
private support for thewr financing. Such contributions will not only aid
a particutar institution but aiso help preserve a needed diversity in our
national system of higher education.
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it 15 1mpostant that all patterns of 3rt be carefully planned to
taciitate. notimpede. the mission of the institution. Thus, itis essential
that each institution invest the necessary etfort'to’assess community
needs and to precisely delineate its goals ahd, objectives and
communicate them accurately to the public. 'y ]
Alt tunding patterns should be structured ‘10 encourage the
development of improved marnagement techniques in both public and
private institutions. including adequate measurement and reporting of
outcomes We recognize our accountabulity as a desirabie requirement
tn order to enjoy public confidence and support.

4 -

Better measurements are needeo4 costs, services performed, and
results actheved Present statistical measures often do not reflect the
misston of community colleges and they are inappropriate for
analyzing financial needs. Models of new data systems are being
developed but they require a sizable financial investment to become
fully operative Such investments should be made atinstitutional, state,
and federal levels in the interests of improving the financing ot
postsecondary education

Differentials 1n program costs in community colleges should be
recognized 1n funding patterns but they should not be passed on to
students. Students from low-income families should not be prohibited
from enroiing tn high-cost curricuta. Occupational programs and
community service functions fit the distinctive community-based
mession of our institutions. These programs and services are rapidly
expanding in enroliments. They should be funded on a basis that
recogmzes therr equal importance with transfer and general education
courses

The concept of universal opportunity for 14 years of education mm‘zst
take irto account that many persons should have access to community-
based. postsecondary education without regard to the timing of that
education i a person’s life Patterns of financial support should
encourage these colleges to offer appropnate services to all ages of
adults and encourage aill ages to participate.

Financing procedures Should'be structured within each state so that
resources reach the insfitutions by the most direct route possibie
consistent with efficient state planning and coordination.

September 1973

o

<k
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Appendix §
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a . nhrucme POSTSECONDARY EDUCATION:
THE CASE-FOR LOW-TUITION PUBLIC NIGHER EDUCATION

4 i. introduction: A Statement of Principles
¢ - "-)

1 The American system of pubiic higher education is a precious national

resource. Since its beginnings atmost 150 years ago, this netwérk of land-

grant universities, state colleges, and community colleges has grown so

that it now provides access to millions of*people—today, to about three-
i fourths of all coltege students.

2. Like our free public school system, of which ifisa logical outgrowth,
pubticshigher education is the envy and wonder of the entire world. it has
contributed ehormously to our well-being, through research and public
service as well as instfG on, and it is today a principal hope for resolving
many of the probiems ich confront us. ,

3. The alternatives to low tuition proposed by the Carnegie Commission,
the Commuttee for Economic Developiment, and others rest in varying
degrees on shifting the financial burden of higher education to the student
and his f@ly For ‘most middle-income and\lower-middle-income
students, and quite possibly for iow-income students as well, higher tuition
means heavy borrowing, probably at high rates, anti large debts—or_not
going to college at afi.’

’ . 3

g
This 1s a staft paper prepared by the American Association of State Colleges and
Unwversities for the National Commussion ¢n the Fmancmg of Qostsecondary

Education. -

. - 4
‘Fot turther discussion of long-term loans and loan ban@oaches‘ see Robert W.
Haptman, Credit for Cotlege (New York: McGraw-Hill, 1971); D. Bruce Johnstone,
New Patterns for College Lending (New York: Columbia University Press, 1972); and
John P. Mallan, "Current Propasals for Federal Aid to Higher Education,” in M..D.
Orwig (Ed.), Financing Higher Education: Alternatives for the Federal Government
(lowa City, lowa: The American College Testing Progpam 197%). especialty pp. 311-
314 and 322-330.

¥
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4. No amount of rhetoric about helping low-income students, saviny
private-higher education, or increasing student choice should be atiowed th
mask the effects of high public cotlege tuition and heavy debts on millions of

Amerncans.

5. Increased student ad is not and cannot.be a substitute for fow tuition,
although it should be a supplement. Federal and state student aid programs
are subject to the annually shifting political and economic priorities of
federal and state bureaucrats, politicians, and bankers. Low tuition is a
lorm_ -term guarantee of access to higher education; student aid cannot be.

6. Student aid alone cannot provide institutions with the resotirces needed
to plan ahead. to provide new instructionat programs, research programs,
and services to meet changing needs. tnstitutional aid is necessary, both for
mstitutional stability and to help keep tuition down—thus aiding miltions of
middie-income and lower-middie-income students whoare eligible for little
or no student a‘d. '

7. Student aid programs tor lower-income groups alone, combined with
higher tustion, would bring about a new and highly undesirable class
aiscrimination in American higher education. Well-te-do students would be
able to pay their way and graduate debt-free; lower-income students might
also obtain a subsidized education and graduate without debts. Middie-
income and lower-~yiddle-income students would have to pay much more
and take on large-scale debts after graduation.

8. Raising public tuition as a way to “help private colleges™ would force
mitlions of middle-income and lower-income families to pay more and take
on debts. Direct institutional aid and student aid to private colleges is a far
more eduitable way to help these institutions.

9. In conclusion. it would be both tragic and foolish for the American
peopie. atthis point in history. to abandon acentury of unparalieled success
with low-tuition public colleges for a dubious and untried system based

largely on hhgher charges to students. N

L B
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)

Il. Some Arguments for Raising Tailion

.

: N o -
Here are some of the most fréquent arguments for increasing tuition:
L “
1. Because present state taxes are often regressive, the burden of support
for public higher education falls disproportionately on lower-income
famities which are less likely to send their chitdren to college apd therefore
do not “benefit.” Conversely, many upper-income families who benetit

could afford to pay more.

2. Raising tuition would “make available” more funds for bubiic higher
education. which could be used to provide aid to lower-income students.

3. The most efficient way to aid fower-income students is to givq them
cirect federatl and-state aid, while charging everyone more tuition, 3

4. Some middle-income and lower-middié-income Emu'e{nts nowgnend

private, higher-tuition colleges. If these stidents can afford to pay hc%e,r

tumon why can't other middle-income students do so?

5. Rarsing tuitton woujd¥decrease the gap petween public and private
college costs. and tfus help private colleges attract more students.
ot -

6. Students should have more choice of the type of institution they attend.
They should not be limited to alpow-tuition public college close to home for
financial reasons, but shouldak\‘at‘:ie to go to a more expensiveublic,
private, or iroprietary‘ school. But, ecause federal and state goverpment

e limited. this choice is only possible if tuition is raised to obtain
more overall revenues, and if students are able to obtain grants or loans to
go to any college they wi

7. Raisingtuition will give the student more power over the institution, since
he will pay a greater share of costs. This will force colleges to become more
respofihive to student demands.

8. it 1s unclear to what extent higher education benefits the individual
graduate, and fo what extent it benefits society in general. Tothe extent that
ti%e individual bengfits. he should pay more.

There are other reasons fQr raising tuition, of course. The most frequent
reason in practiceis simply tivata given governor or state legislature is hard-
pressed financiatly. Mowever, an ad hoc pressure to raise tuition in one state
in one year—often by a relatively small amount—is very different from a
concerted nationwide campaign to raise tuition in all states.

i
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A great danger in the tuition controversy is that hard-pressed or fiscally

conservative pohticians at the tederal or state fevel will seize upon dubious
theoretical justifications for raising tuition, as a way to balance their ow.
budgets.

. ”

c LI

il Rebuttal: The Case against Raising

Dealing in depth with the arguments against low tuition is ot easy. Each
calls for substantial research and analysis; but in most cases adequate

mformation is unavailable, fragmentary. or subject to widely varying .

interpretations. The millions of dollars spent on research by the Carnegre
Commussion and other governmental and nongovernmental groups have
not provided the country with a firm data basis for either accepting or
rejecting many of the arguments made for or agamst low tuctdﬁ

€aven such uncertainty among research scho!afgﬁpcision makers should
move very cautiously in recommending radical changes m asystem which
involves so many millions of people. .

Here s a rebuttal of each of the points made n Part If of this paper:

1. Regresswity of state tax burdens. Scholars such as Dr. Joseph Pechman,
Director ot EconQmic Studies at the Brookings Institution, have raised
serious doubts aboyt the charge that low-income famities are bearing a
disproportionate par} of the costs of public higher education. Dr. Pechman
betieves that, on thelaverage. lowef-income peopie receive greater direct
benefits from public higher education than the taxes which they pay.-

The Carnegse Commission report Higher Educq,hon Who Pays" makes a

similar point on pages 43-47. The commission points out that while lower-

mncome famihes which do not send a student to public colleges do not
recerve a directsubsidy. those who do receive a considerably larger subsidy
than the taxes which they pay .’

Some further points about the problem of regressivity.

¢ Today. federal. state, and institutional programs are making a .major
effort to attract more low-income and minority students—with

Joseph’A Pechman. “The Distnibutignal Effects of Public Higher Education in
Cahfornia. Journal of Human Resowrces 5 (Summer, 1970)

Carpegie Commiss:on on Higher Education, Higher Education Who Pays? Who
Benetits? Who Should Pay? (New York McGraw-Hill. 1973)

-«
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considerable success. As more such students go to college, part of the
existing regressvity will be ehiminated.

-

To the extent that regressivity 1S seen as an wequity, it should be
corrected by changir,g the tax system. rather than charging higher
tuttion to all students.

e College graduates pay higher federal, state. and local taxes. In this way,
mos{ college graduates repay the subsidy they received in the form of
fow tusthon Many of them vepay it several times over,

¢ The absolute amounts paid by many tow-income families as taxes used
, for public hugher education are small—in many states, probably only a
fow dollars per year

e tLow-igcome famihes benefit from public higher education even if their
chidren do not go to college. Pubtic colleges train most of the teachers,
socul workers, health professionals. businessmen who create jobs, and
a host of 8thers whose work helps the poor in many ways.

e {ower-income families benefit greatly from themcreasad willingness ot
coltege-educated m:ddle-class peopie to support ' social and civil rights
programs which benefit the poor. This is shown very clearly in an
important Carnegie Commussion report on the social benefits of higher
education, a study which has not received the attention it
deserves—Stephen Withey's A Degree and What Else?"

it 18 not necessary for every pubhc service to beneht ev INCOME group propos-
tionately, in order to have overail equity. Whye lower-income beopte as a group may
pay more in taxes than they receve as participants in public higher education, they
also receive more benefits from other programs than they pay laxes for. This 18
unQuestionably true for pubhc welfare and elementary and secondary education. and
to some extent for pubhc heallf services, pubhc housing, and many other
government programs A reahstic piCture of taxes and benefits should show the flow
ot att government benefits to each income class.

¢

2 “Making availlable  more resources for poor students. This argument is
based on the serious misconception that increased-tuion revenues will
somehow be “recycled” to provide student aid for the poor. This 1s simply
not the way the system works in most states. Such iunds usually revert to
state or local treasuries, where they may be used for any government
purpose Even when the wnstitution 1s aliowed to keep the funds, the
legistature will take notice. and 1s fikely to subtract them from appro-
prations Further, even if a particular state pvses a law earmarking

*

'Stephen B Withey. A Degree and What Else (New York McGraw-Hill, 1971)

J
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mcreased tuition revenues for student aid, there can be no guarantee that
the next state legislature will continue the commitment.

-

L]

-

«¥3: Using student arfYo make up for tuition increases. Both the Carnegie

« Commission and the Committee on Economic Development reports seem
to believe that tuition increases—voted on separately by 50 state .
legistatures and by hundreds of local community college districts—can
somehow be “‘coordinated” with increased federat and state student aid, in
such a way that student aid grants will make up for tuition increases, for very
tpw-income students. ‘

as low as $10.000 «n some plans—wouid not receive grants adequate to
offset tuition increases; they would have to pay more and probably go into
debt, along with all students with family incomes above the median, now /
é
around $11,000 /

-

Middie-income and lower-middle-income students—with family incomes /

All tederal student aid programs have been funded far below the level 6f

. L . £
need in the 15 years since the passage of the original National Defense
Student Loan Program. Present student aid programs are inemcieménd
inequitable in many ways. many states do not get a proportionate shg're of
available funds: some colleges within each state do. not receive a propor-
tionate share. funds have become available too tate in the year, betause of
pohticat and budgetarﬁ\gomroversies; federal regulations; guidelines, and
procedures have involved inordinate delays and resulted in greatcontusion
and red tape. -

“«

Further. student aid programs have been the target of vanous “hidden
agenda” pians to do away with ad to all students except the very poor, an
force most students to rely on expensive high-interest toans. )

" Indeed, at least one prominent economist associated with the high-tuition,
large-student-debt approach has publicly recommended that the newstate
scholarship incentive program be used as a device by which the federal
government can pressure state legisiatures to raise tuition in the 50 states!

These policy shifts and bureaucratic defays in student aid programs have
involved many different players in the poiticat game—Qffice of Education
bureaucrats, bitter opponents of 16w tuttion in some high economic and
fiscai planning offices in the federal government, OMB officials attempting
to cut the budget in any way possible, and others. These shifts have not

Robert W Hartman. Higher Educaltion -Subsidies (Washington Brookings
Institution 1972). pp 481-484
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been imited to one admunstration, but invoive years of controversy under
Presidents Eisenhower, Kennedy. Johnson, Gnd Nixon..

To the bureaucratic in-fighters on student aid must be added the varying
pohtical factions 1n both houses of congress and both political parties, on
the Education and Appropriations Committees. Individual personalities on
the congressional committees and the:r staffs have also influenced the
direction taken by student financial aid’ programs. . -

- Finaily, there are the bankers—the private lenders who are essentiat to any
private loan program iike the Guaranteed Student Loan Program. The
banké’rs own fiscal priorities, their witlingness to tend to students, has
varied over tume with the money market. theoveral!economtc situation. and
other factors

Gwven this political arfa economic melange, with the further political ™

unce tamnties which affect 50 state legisiatures and 50 governors ‘there is no
way that the Carnegie Commissign Or anyone else can guarantee a "magic
money machine” n which tuition can be raised with the assurance that
adequate student aid funds will be available from year to year.

Low tuition. agamn, 1s a far more stable quaranteeof educational
opportunity AASCY beheves that student aid should also be
avadable - especially in the forrgeot grants, work-study. and low-cost NDSL
loans. But AASCU believes itis dangerous to rely on the promise of student
aid as a way etther to help students or to provide adequate res§brces for
institutions

<

a4 Can muddle-income students afford private higher education? A member

of the National Commussion on Financing Postsecondary Education has

referred to census data which shows that a substantial percentage of the

students attendmg private colleges. especially 4-year colieges, are from -

middie-income and tower-middle-income famihies The implication o\this

data. to him. seems to be that high tuittion has not been a barrier for cc:l\lekge\
attendance for many middie-income students.

it 1s dithicult to deal in depth with this question because there is very little
detailled information from the census or elsewhere on income class and
cotlege attendance However. here are some ponts’

e The same census data show that a large majority of middle-income and
tower-middle-income students attend public cotleges. The fact that
some members of the group are able to afford private colleges does not
“prove” that all of them can

-
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& Such aggregate data do hot show the actual cost of attendance at such

cotieges for muddie-income students. For example, many students,

. espeCratly in the: urban N¢ rtheast, may be commuters, it may be little

-« expensive for them {0 commute 10 & private college thar to pay
ool Costs at a public college

& Many studenl!s at private colieges receive substantial student aid, trom
instituhional sources as we'. as pubkc sources. One estimate is that
private colteges may be spending erght fimes as much institutional aid
per student as public colleges This would bning the cost for many
students gown substantially &

® Suchcensus data do not indicate famuly assets or ability to borrow. Some
middie-income famiies may have substantial assets or savings, or better
credys than other famisties at the same level.

e Census data based on the family income of dependent students are not
retevant to the problems of stude.ts who are largely self- support:ﬁg
older. otten marred working and attenu«ng college on a part-time basis.
A targe ang grow ng numbir ot students at urban com@unity collsges
and stale colleges faliinto this category. they are heavily dependent on
fow tustion

t

e A number ot factors other than tution obviously affect college
atlendance or nonattendance at each income level. One factor s’
geagraph:. azcess 10 colleg :, and commuting costs versus residential
costs Another s coliege admis—-ons pohcies. for éxample, in New York
City many more middle-income students are attending pubkc colieges
since the open-admissions pohcy was adopted. Other tactors include
acadermic aothty and motivation - some academically able low-tncome
and middie-income students win scholarships to private colteges Other
culturatl and motwaﬁbna! factors affect the choice of a cotiege by a
student or hus parehts for example. some religiously motivated parents
may make unusual inancial sacribices 40 send ther chridren to church-
related schoolky”

in short finbion alune may Aot deterine whether a middle-incorne student
witl attend a pubhic or private gollege, especially in the urban Northeast. in
marny parls ol the coumry howevr, the pubhic college s the onty hinancyally
feasihte choice

Phege ootimiatesg gre bases on John D Miljlett Fmagncimg Cyrrent Operanons of
Am@rican Migher £ dul ghion tViasounyton Academy far Educational Development,
1972, 4 5 Tabie A

i )

.
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AASCU continues to believe that higher tuition would bar many middie-
income students from college, or force them {o take out expensive loans.

5 The "tuthion gap. "To AASCU., the weakest and least justified argument
for raising tuition 1S to “make private colleges more competitive.” Thisis a
recommendation totax the 75 percentenroiled atpublic colieges to heipthe
25 percent at private colleges-—to place a targe tax and large debt upon six
mifhion students, many of them middle-income and fower income, to help
colleges enroliing two million students, some of them quite weli-to-do.

Private higher education is concentrated quite heavily in the Northeast and
Middie Atlantic states and a few other areas. This policy, if carried out
nationwide, would require middle-income students n Florida, Texas. and
Calforma to be taxed more heavily to “help” prwate coneges in
Massachusetts and New York!

One AASCU president has suggested that this policy is “hke raising the
price of Chuck, to make sirloin moie attractive.”

There is an alternative. AASCU and other assocations representing public
mgher education have worked consistently over the years for federal
programs which benefit private colleges as wetl as public colleges-—student
aid. programs for the disadvantaged. graduate fetlowships, facilities
construction. institutional aid. To the extent that private higher education
should be supported with federal funds, thus kind of direct assistance is far
more equitable than simply taxmng ail students at public colleges.

6 Student chowce. Some commentators say that equality of educational
opportunity means that students must have a chowce of several or many
public. private, and proprietary colleges. and not simply acCess toone or a
tew low-cost pubhc colleges.

This viewpont 1s taken, for exampie. in the College Entrance Examination
Board report. Toward Equal Opportumty for Higher Education, which takes
the position that low-income and especially minority students in particular
should have access (through large grants) to more expensive universities
and not be “forced’ to go to "lower-cost” public colleges

- There has been some discusston on the part of the members of the National
Commussion on the Financing of Postsecondary Education about this same
pomnt Some members have tatked of the necessity of “a trade-off between
access and chorc 2 '—tor example. putting less federal and state dotars into

College Entrance Examination Board Toward Equal Qpportunity for Higher
Fetucation tPanceton N J CEEB. 1973)

—
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access at low-tuition public cotteges, and more into st’udent aid to heip
students go to more expensive colleges. Pne implication is that if there is
not enough additional public money for institutional support, public
colleges will have to charge higher tuition.

For most students except the very poor, such a “diversity of choice” planis

* likely to mean simply an opportunity to bosrow more money at higher rates.

AASCU betieves that the resources available to higher education can and
will be expanded in the decades ahead. The American people should not
accept the argument that tuition must rise in orde¥ to expand “choice.”

AASCU also believes that federal and state governments should consider
very carefuily the extent to which public funds should go into making it
possibte for students to attend very expensive institytions, whether private
or proprietary, particularly if funds used for this pulpose are taken away
from public colleges, resuliting in higher tuition.

7. "Student power.” The' view that students should have more power over
higher education—and that they will have it if they pay more—has won
some adherents in recent years. Some of the more radical critics of higher
education, stiitwaiting forthe "greening of America” which student powers

- supposed to bnng have used thns as a reason for high tuition and large

loans.

There are at least two strong arguments against this point of view. One is
that most higher tuition-plus-student-loan plans wouid lead only to the
student paying a somewhat greater share 0f the instructionai cost. Students
in this situation would have allthe disadvantages of high tuition and farger
debts. but none of the presumed advantages of really “‘controlling” the
mshtutton

The stronder argument s that while students might ike greater controlover
the educational process. very few beiieve that they should payfor it with
much larger debts They do not want to begin their early nostcollege years
with heavy debt repayment schedules — nor do they wish their spousesto be
burdened with such debts: Most would also be unhappy with a situation in
which the well-to-do and some of the poor avoided debt. but no one else did.

Most studeQts aiso belreve that a greater share of the Gross Natonal
Product should be devoted to hngher education subsidies, ang that tuition
should be kept low

8 Socrat benem‘s versus mndwvidual benefits. After spending some six
muhon dolars in 6 ygars and tnvolving what were purported to be some of
the best minds 1n America. the Carnegie Commission was unable to come

le
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up with away to quantify the benefits of higher education to the indwidual or
to socrety. it was their general conglusion that since the individual and his
family now pay about two-thirds of'the cost, and the individual keeps about
two-thirds of the additional income result from college (the rest going to
increased taxes), the present funding pattern is generally an acceptable
one. Nevertheless, they urged higher tuition at public colleges.®

Several recent books and articles make a very persuasive case that the
social benefits of higher education are very great. and that this justifies
keeping tuition as low as possible. The reader is réferred to articles by
Howard R. Bowen and Paul Servelle, and to a Carnegie study by Stephen B.
Withey. All of these publications deserve much more attention than they
have so far received *

1V. Conclusion: Some Public Policy implications

1 Both federal and state policy makers should seek aiternatives to higher
tution and larger student debts TRese aiternatives must include adequate
student a1d programs as well as adequate support for institutions.

2 Student aid policies should emphasize grants. work-study. and low-
interest-rate. subsidized loans along the tines of the National Defense’
Student Loan Program. ! '
1

3 Federal and state pohcy makers should review very cautiously all
propasals for long-term student loans, contingency repayment, and ioan
banks. as well as any changes in the Guaranteed Loan Program. to be sure
that they are not based on "hidden agenda” plans to shft public college
students to higher tuition and targer debts The same s true ofetfortsto use
the state scholarship incentive program, of any other federal program_as a
way to pressure the states to raise tuwtion e

Carnegie Commussion, Higher Equcanion. pp 3-4

Withey. A Degree and What Eise Howard R Bowen. Finance and the Aims of
Amencan Hgher Educatan in M D Orwig (EC ). Financing Hgher Education,
Bowen and Pau! Servetle Who Benefits from Higher Education--and Who Should
Pay ? (Washington American Association for Hugh?r Educabon, 1972)
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